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PREFACE 



ueknow on behalf of the Bureau of Industrial Costs and 


radesh with reference to 


ate, five districts were selected from the 


and non-sul phi tat ion plants 


with whose co-operation the study could be completed. First of 


New Delhi for 


cost of the study. Thanks are also due to the Cane Commissioner's 


Lucknow and the respective Assistant Cane Commissioner's 


in providing the all important secondary information which formed 


i i 



The timely completion of the project was made possible by 
some very fine team work displayed by all those associated with 
the study . Dr. G.S. Mehta was associated right from the stage of 
questionnai re formulation till the final drafting of the report . 
The field survey was handled by Shri B.S.Koranga, Dr. L. Dubey and 
Shri H.S. Tewari, They had to carry out the field work at a time 
when the law and order situation was far from normal - It was only 
through their unstinted labour that the survey could be completed 
efficiently and on time. The typing of the interim report was 
taken care of by Shri P.J.D.Kutty while Shri Manoharan K. handled 
the typing of the final draft in his usual quiet and efficient 
manner . They all deserve thanks for their efforts. 


A. JOSHI 


Giri Institute of Development Studies 
Lucknow 

May 1991. 
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INTRODUCTION 


development 


is a dynamic 


more 


x nan 


dimension o# 


Growth 


o get concentrated in certain 


development 


i5 thus a 


experienced in ail coantrie 


faetwi 


impalanc.es in employment as 


as income 


Although it ha 
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industrial growth ha 


among the 


f our 


ei opment 


Indust 


providing 


employment 


most o 
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However 
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of solving 


rura.* 


entire needs of the people. in fact* beyond a certain point ever 


agri cultural development is dependent on industrial development 


Ag ri cuitur 


-»as obvious limitation in the sense that too land 


a with the rise in population any extra burden oh ^ 


resources causes problems of over and under amp toymen i and 


land productivity begins to got adversely affected, 
additional man -power has got to be diverted to sector 


outs i ris 


agriculture beyond a certai 


floreovef 


ri culture i 


is dependent on the 
hand agriculture,. 


industrial sector for its 
■with modern i saticm* makes 


industrial product 


key inputs in the production peace 


may be in the form of chemical fertilizers* pesticides and a WiU 
range of agricultural machinery. On the other hand, it produce* 
various products which are utilised by various industries in U>ei 
m*« manufacturing process. . A lung list of such ayro-nas*. 
industries can be thought of in this connection. Thus agriculture 
and industry both play a. vital role in achieving overall 
ueveiopcteni of any region and a country. 


na i u r i t * c*. % o a r t p? 
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nidus tries and thus to achieve overall 
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his would 


economic 


sector ant 


development. As far as the people at the rural areat 


his will have far fetching 


concerned 


cultivators will find a ready market for their produce and . the 


workforce will be able to find gainful employment if the unit 


located within their region. In this way the level 


These ag.ro— industries need not be 


improve 


units 


Even small scale sector industries would serve a fruitful purpose 


the* develop!. * 
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countries 
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Consequently the 
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divert me labour force to sectors other than 

t is essential to have rural industries which tan not 

, , ; • •' ' . ; ' ' ' ■ . ">• •" . ‘ .%■ ■ . •. • . . ' . . " • 

'"‘ s laDour «"<* provide income to them but also from 
vie» of diversifying the base of the rural economy. 


Rural industrialisation, therefore, assumes great importance 
as an ingredient of rural development strategy in the same way as 
industrialisation is of the development strategy for the country. 
But as there are more ways than one for approaching 
industrialisation of the economy, rural industrialisation too can 
be viewed in several ways. We could for instance treat the issue 
as part of the Problem of location ^ 


industrial 


rural industrial isat 


often 


view it from the 


protecting and deve 


we can thinK of three 


industries 


industries are 


provide inputs for 


i equipments 
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and machinery. It should oe borne in mind that the scope 


development of this group of industries is rather limited for 


obvious reason that in any given area agricultural land is f ixded 
and so are normally the number of peasants who create the demand 
for the products of this industry group. 


The next group constitutes of those industries whose basic 

input is agricultural produce. A large list of agro-based 

* 

industries automat! cal ly spring to mind to which the most 


prominent ones would be the 


industries, fruit 


economy these industries have a fair potential for 
since the products of these units have markets both 


rural as well as the urban areas 


However 


development depends on availability of agricultural produce on the 
one hand and the willingness of entrepreneurs to set ud their 


rural areas on the other hand 


manpower 


technologies of 


production and therefore 


rural 


polpulat ion 


limited 


is determined by the levels of 


income of the rural masses 


In the light of this it is quite obvious that th 
potential for development of rural industries and for th 
development of rural areas as such, it is the 


maxi mum 
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industries which 


3 ^ increase their net income which, in 
them for better productivity and results, d< 
entrepreneurship and cooperative qualities in 
and brings about a change in culture. atti 


supplementing production function 


reinforce composite nature of nation 
of large number of agro— industrial 
demand for industrial Dlant«s and Aar 


would 


er ’ sgro— based industries have a widespread 

potentials, their impact on the development of new 
in rural areas has to be sufficiently appreciated. This 
e context that if agro-industries have to be success, 
ion will also have to be developed. This process will 
further out up a demand for the creation of additional 
tructural facilities, i.e. the development of tertiary 
ch in themselves provide more employment opportunities 
rura! population. Over and above, the rural 

sation in general and industrial development through 
at ion of agricultural produced can give a 


economy towards further 


on one such 



industry , which utilises agricultural produce and can easily be 


industrial development, employment and income generation and also 


provide adequate incentives to the cultivation 


as we are well aware, is an important cash 


grown in 


Eastern regions of Uttar Pradesh 


significant role in the agricultural economy of the state 


concentration, however, is found in the Western 


been an increasing trend in the productivity of sugarcane over the 
years and so the level of production too has been on the increase 


in both yield and production 


vacuum pan 


through a trad 


From times imri 


process produced powdery sugar of yellowish colour through a 
laborious and inefficient process in which the rernoo™ 


While this process remained practically static 
sugar industry developed considerably elsewhere int 


sugar manufac 


vacuum pan 


recovery was much higher than Khandsari 


s 




As the demand for white sugar went up particularly after the 
First World War, the import bill started proving a big drain on 
the Indian economy. The government was, therefore, forced to 
encourage the vacuum pan industry by passing a Sugar Industry 
(Protection) Act, in 1932, under which an import duty on sugar was 
imposed. Besides this the government also instituted a research 
scheme for improving the efficiency of the Khandsari industry. As 
a result of the grant of protection to the sugar industry a 
phenomenal rise took place in the number of industries as well as 
in the area under sugar cane cultivation . 


Between 1936 and 1948, the Gur and Khandsari Scheme of Bilari 
was instrumental in developing a new process known as the “Open 
Pan Sulphitation Process". This process not only improved the 
sugar recovery but also the quality of Khandsari sugar . However , 
even today not all the Khandsari units are sulphitation units and 
so their recovery is lower as compared to the sulphitation units. 
Even tne sulpnitation units are unable to produce either the same 
quality of sugar or achieve the recovery levels as obtained by the 
modern sugar mills which work on the vacuum pan process. 

A look into the time-series data of the Gur and Khandsari 
units located in Uttar Pradesh clearly reveals that between 1975- 
76 and 1989—90 there has been a distinct declining trend in the 
total number of units in the state. This is so particularly since 
1980—81 » The reasons for this are various. To begin with while 
; ; the modern sugar mills were encouraged there has been a clear— cut 

policy to discourage the Khandsari industry. This is evident from 
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the fact that for 


except in some exceptional 


competition which the Khandsari industry is facing from the modern 


number has gone up steadily from 77 in 1975-76 


The government has fixed a reserved area for 


sugarcane purchased by them- The rate of purchase tax has 
increased over the years and is currently fixed at Rs.1.50 
quintal . The Khandsari units are also 'faced with labour 


problems 


power problem and the problem of undue interference 


their work from a number of government departments to whom 
are either directly or indirectly accountable. 


e problems of the Khandsari units, the government 


without the 


r own cane 


number xn many a. is 


competing for the purchase of 


are 
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Out of the total sugarcane produced around 15—17 per cent is 


set aside for seed,, personal consumption and is wasted on the 


farms 


modern 


Khara Kolhu unit 


However 


total number of Khandsar 


units have shown a 


Between 1975-76 and 19S9-90 the number 


of units were reduced to less than half yet the total quantity of 


sugarcane crushed more than doubled. This is possibly so because 


those who have 


size and number of crushers. However, since 


A1 thouoh the Khandsar 


only in terms of total numbers but also 


from the point of view of employment ( the total employment 


provided by them in 1985-86 was 80124 according to 


Survey of Industries. U.P. ) . yet not much work has been done in 


the state. It was , therefore, thought that it would be worthwhile 


s such as existing 
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in terms of recovery 


Development Studies 


Lucknow, then took up the 


study 


Mew 


Delhi, with th 


(a) To study the e 
and the actual 


ties of different units 
crushed fay them; 


To assess the degree of competition that- exists between the 
modern sugar factories and Khandsar i units in the procurement 
of sugarcane for crushing and the respective prices paid fay 
both types of units for the sugarcane purchased; 


To try and assess the total quanity of sugar produced by the 
Kbandsari sector and work-out the recovery rates of these 
units so as to make a comparative assessment of recovery vis- 
a-vis modern sugar mills; 


To try and find out the prices at which Kbandsari moias 
are sold along with different categories of purchasers 
Khandsar i molasses. 


he Cane Commissioner 


number of unit 


Annual Sur.ve 
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whole. Even in the western region 5 districts namely* Moradabad, 
Bijeor, Huzaf larnagar , Meerut and S aharanpur taken together 

account for 58.4 per cent of the total units and around 69.5 per 

cent of the sugarcane crushed by the Khandsari units of Uttar 

Pradesh. It wa s* t n e r e f o r e * decided to survey these five 

districts for the our pose of the study. 

Although* during the year 1989-90 the total number of 
Kfiandsari units were 1552* not all of them were registered under 
the Factories Act since many are very small units producing only 
gur on a small scale. It was* therefore* decided to survey only 
the relatively larger unit registered under the Factories Act. 
The informal io n regarding the units Registered under the Factories 
Act is provided by the Annual Survey of Industries published by 
the Economics and Statistics Division of the State Planning 

Institute* Gove rumen t of U « P « The AS1 was available for the year 
1985-86 and this has reported a total of 96S units* Moreover* 
even the licensed united during 1990-91* as provided by the Cane 
Commissioner Office* is 1424* Out of these 314 are not working 
during the current crushing season. Thus the actual number of 
working units is only 1:110. Thus our total sample of 126 units, 
therefore, covers over iO per cent of the knandsari units and is, 
therefore, a representative sample, Wnile keeping the overall 
sample size of around 10 per cent care has also been taken to 
select units so as to incorporate khandsari units of different 
crushing capacities and also cover both sulphitation and non- 
sul phi tat ion units. 

Initially it was decided that we would cover around the sam,: 
number of units from each district. However, it was revealed tha 
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for the crushing season 1990—91 even f ewer number of units have 


The study 


e total size of" the sample unaltered but 


was -Forced into having different number of units surveyed in each 


Sugarcane , an important cash crop of the state 


economy o 


14.64 lakh hectares in the state as a whole. Of this the five 


production of sugarcane was around 49 per cent 


Even in terms of 


compared to t 


gures show an 


The sugarcane cultivation in the state y seen in 


1974—73 the total area under 



hectare went up considerably from 412.19 in 1974—75 to 553.44 fay 


Looking at the selected districts we find that they too 


was 19 per cent of the net area sown in that district during 1974 


own was 


minimum 


mmum 
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sugar cane is Muzaf f arnagar which is the most important sugarcane 
growing district in the state and has the largest area under 
sugarcane. In 1974-75 the area under sugarcane accounted for 
47.6,3 per cent of the net area sown. By 1967-SS this percentage 
stood at 58.13. Just like Bijnor even Muazaf farnagar has 
also experienced fluctuations in its yield rates (Table 1.5). 

Ir. the case of Meerut we observe that both its net area sown 
as well as area under sugarcane have gone down in 1967-88 as 
compared to 1974— /3« the reason for this is that around 1975 
Ghaziabad, which was a part of Meerut district, got an independent 
status of a district and for this a part of Meerut district 
besides Ghaziabad were taken away from it. In 1974-75 its area 
under sugarcane was 37.63 per cent of the net sown area. By 1967- 
88 this percentage had increased to 51.29. The average yield in 

the year 1989-90 was 615.28 qts/hect. was second only to rtuzaffar- 
nagar (Table 1.6). 


Finally, when we- look at Saharan pur it is found that there 
are not only year to year fluctuations in area under sugarcane but 
that in 1969-90 the total area under sugarcane has gone down below 
the figure obtained in 1974-75. This too is on account of the 
fact that Haridwar has emerged as an independent district although 
it was earlier a part of Saharanpur. In 1974-75 30.00 per cent of 
the net sown area was under sugarcane. By 1987-88 this percentage 
raised to around 39. At the same time the yield rates have 
increased to 591.26 qts/hect. in 1989-90 as compared to 451. Go 

qts/hect. m 1974-75. However, there have been marked fluctuations 
in between (Table 1.7). 
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The main varieties of sugarcane grown in our sample districts' 
are BG-70* BO-54 r BO-38/ BQ-38, BO-67 and BO-46, Although these 
different varieties of sugarcane have been considered suitable for 
the purpose of manufacturing sugar and qur etc. but the BO— 48 
variety is considered to be much more superior variety of crop 

? ’ v 

since it, contains a higher quantity of juice and so facilitates a 
higher juice recovery as compared to the other varieties mentioned 
above. There is, however, no difference in the prices of 
different varieties so obviously the manufacturers of Khandsari 
prefer BO-48 variety to any other variety. Unf ortunately , despite 
its greater demand it is not grown over a larger area because it 
needs special kind of soil and higher irrigation facilities. As a 
result even in areas where it can be grown its cost of cultivation 
is slightly higher as compared to other varieties. The 
cultivators, therefore, are growing other varieties of sugarcane 
which can be grown with relative ease ana at lower cost. The 
other factor is that the yield rates of BG-4S are lower as well so 
this variety is doubly unprofitable to the cultivator. Yet 
another disadvantage of BO— 48 is that it is less resistant to bad 
weather and being thinner it can be easily eaten up and damaged by 
animals . 
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Table 1.1 


Data Relating to Khandsar i Units of Uttar 
Pradesh 


Year 

Licensed Working 
Units Units 

Cane 
Crushed 
( lakh 
qtl.) 

Khandsari 
Produced 
(lakh 
qtl . ) 

Our Molasses 

Produced Produced 
(lakh (lakh qtl) 
qtl.) 

Price of Cane 
per qtl. (Rs.) 

Minimum Maximum 

1975-76 

4077 

3500 

350.20 

23.06 

7.51 

13.60 

8,00 

18,00 

1980-81 

2875 

2636 

803.62 

33.09 

8.15 

12.78 

10.00 

22.00 

1981-82 

2813 

2301 

901.48 

45.25 

13.53 

N.A. 

10.00 

22.00 

1982-83 

2761 

2184 

972.72 

48.01 

11.39 

4.35 

8.00 

25.00 

1983-84 

2374 

2041 

909.97 

39.42 

14.60 

6.54 

8.00 

21.00 

1984-85 

2077 

1808 

828.81 

39.00 

10.04 

6.16 

10.00 

30.00 

1985-86 

1940 

1744 

1021.27 

48.09 

23.48 

4.08 

13.00 

33.00 

1986-87 

1874 

1767 

1283.24 

66.35 

15.56 

2.23 

10.00 

33.00 

1987-88 

1815 

1666 

1254.54 

33.05 

19.01 

6.65 

10.00 

29.00 

1988-89 

1744 

1600 

1199.33 

51.04 

20.30 

0.69 

15.00 

40.00 

1989-90 

1641 

. 1532 

1119.93 

51.14 

20.63 

4.36 

18.00 

50.00 


Source : Cane Commissioner's Office, Lucknow 
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Production Aver Ago 
of sugar- yield 
cane (qtl/hA) 

(lakh qtl) 


Net area Net irri- 
9 own ' gated 
(lakh ha) (lakh ha) 


Total area 
under 
sugarcane 
(lakh ha) 


Total 3 r r s, 
gated area 
under t>uga 
cane 

(lakh ha) 


6147, 92 
3835,90 
6521,55 
7681.86 
6232.42 
3122.84 
6420.49 
7644.01 

8138.67 
7824.38 

7088.62 

7303.68 

8473.63 
9303.40 
8832.27 
9712.77 


Directorate of Agriculture, U.P., Lucknow 
Same source for Tables 1.3 to 1.7. 



Table 1.3 s Area and Production Sugarcane in District 
Moradabad 


Year Net area Net irri- 
sown Sated 
(lakh ha) (lakh ha) 


Total area Total irri- 

under gated area 

sugarcane under sugar- 

( lakh ha) cane 

( lakh ha) 


Production Average 
of sugar- yield 
cane (qtl/ha) 

(lakh qtl) 


1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

1979- 80 

1980- 81 

1981- 82 

1982- 83 

1983- 84 

1984- 85 

1985- 86 

1986- 87 

1987- 88 

1988- 89 

1989- 90 


383.60 

387.45 

440.27 
488.76 
424.74 
366.81 
567.20 
603.54 

721.27 
606.71 
593.85 
597.49 
663.91 
758.78 
675.25 
706.48 


437.17 

434,84 

467.00 

473.02 

376.96 

386.67 

549.12 

456.76 

505.52 
440.36 

487.52 

511.88 
493.56 

329.88 
506.32 
571.66 



Year 

Net area 
sown 

(lakh ha) 

Net irri- 
gated 
(lakh ha) 

Total area 
under 
sugarcane 
< lakh ha) 

Total irri- 
gated area 
under sugar- 
cane 

i lakh ha) 

Production 
of sugar- 
cane 

(latch qtl) 

Average 

yield 

(qtl/ha) 

1974-7$ 

3.11 

1.34 

0.98 

0.65 

502,49 

512.46 

1975-76 

3.16 

1.42 

0.68 

0.67 

444.67 

455.39 

1976-77 

3.38 

1 a 62 

1.04 

0.79 

473.61 

454.71 

1977-76 

3.44 

1.67 

1.30 

1.00 

711.28 

544.92 

1978-79 

3.48 

1.80 

135 

1.00 

570.73 

423.45 

1979-80 

3.44 

1.92 

1.19 

0.92 

467.50 

391.62 

1980-81 

3.45 

1.98 

1.25 

1.02 

626.21 

501.97 

1981-82 

3.45 

1.96 

1.24 

0.99 

539.32 

433.44 

1982-83 

3.46 

2.06 

1.50 

1.20 

758.30 

505.88 

1983-84 

3.48 

2.03 

1.48 

1.16 

728.23 

491.76 

1984-85 

3.44 

2.14 

1.41 

1.09 

671.40 

475.84 

1985-86 

3.43 

2.16 

1,36 

1.13 

741.64 

545.16 

1986-87 

3.42 

2.22 

1.52 

1.27 

792.98 

521.28 

1987-88 

3.39 

2.36 

1.66 

1.40 

882.30 

531.72 

1988=89 

NA 

NA 

1.60 

1.38 

858 . 36 

533.60 

1989-90 

NA 

NA 

1.73 

NA 

1002,45 

578.12 
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Table 1.5 


Area and Production Sugarcane in District 
Muzaf farnagar 


Year 

Net area 

Net irri- 

Total area 

Total irri- 

Production 

Average 

Sr 

JjJ 

■ 


sown 

gated 

under 

gated area 

of sugar- 

yield 

1 


(lakh ha) 

< lakh ha) 

sugarcane 

under sugar- 

cane 

<qtl/ha) 

1 




< lakh ha) 

cane 

( lakh qtl) 


ft 





(lakh ha) 



■ 

V ' ■''' 1 

1974-75 

3.23 

2. ,64 

1.53 

1.40 

705.61 

460.11 

, jj 

I 

1975-76 

3.24 

2.62 

1.54 

1.40 

752.32 

489.78 

1 

'' 

1976-77 

3.29 

2.72 

1.61 

1.50 

890.33 

551.76 

1 1 

1977-78 

3.31 

2.78 

1.78 

1.65 

938.14 

325.91 

1 

1976-79 

3.34 

2.81 

1.68 

1.54 

702,04 

418.53 

1 

1979-60 

3.31 

2.85 

1.58 

1.47 

720.85 

457,02 

1960-81 

3.33 

2.84 

1.63 

1.53 

877. 13 

538.44 

1 

1961-82 

3.32 

2.84 

1.73 

1.66 

924.88 

320,36 


1982-83 

3.31 

2. 89 

1.81 

1.69 

981.31 

453,56 

1983-84 

3.31 

2.90 

1.79 

1.68 

1076.35 

602,48 

I 

1984-85 

3.35 

2.95 

1.87 

1.78 

1076,44 

574.36 

1 

1985-86 

3.39 

2.96 

1.70 

1.62 

966,79 

568,76 

1 

1986-87 

3.34 

2.99 

1.86 

1,78 

1061.45 

569.36 

1987-88 

3.30 

3.01 

1,92 

1.83 

1109.85 

379,12 

B 

1988-89 

NA 

NA 

1.91 

1.83 

1119,96 

586.12 


1989-90 

NA 

NA 

.85 

NA 

1147.26 

621.48 

J; 
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Area and Production Sugarcane in District 
Meerut 


Production Average 
of sugar- yield 
cane (gtl/ha) 

( lakh qtl) 


Total irri- 
gated area 
under sugar 
cane 

Uakh ha) 


Total area 
under 
sugarcane 
Uakh ha) 


1974-75 

1973-76 

1976 - 77 

1977 - 78 

1978 - 79 

1979 - 80 

1980 - 81 

1981 - 82 

1982 - 83 

1983 - 84 

1984 - 85 

1985 - 86 

1986 - 87 

1987 - 88 

1988 - 89 

1989 - 90 



Table 1.7 


Production Average 
of sugar- yield 
cane (qtl/ha 

( lakh qtl) 


Total irri- 
gated area 
under sugar 
cane 

(lakh ha) 


Net area Net irri- 
sown gated 

<lakh ha) (lakh ha) 


Total area 
under 
sugarcane 
{ lakh ha) 


Year 


Chapter 1 1 



SUGARCANE PROCESSING IN UTTAR PRADESH 


Su garcane. which is widely grown all over the state in 


general and particularly in the Western and Eastern regions, is 


mainly utilised by three types of units for conversion into sugar 


and other products. Since the Western region dominates the state 


with respect to sugarcane production it is quite obvious that 


there is also a heavy concentration of these units in the region 


because they offer a distinct locational advantage . 




The first and the most important category of units are the 


large sugar mills which manufacture white crystal line sugar with 


the help of the vacuum pan process . These units are found both in 


the public and the private sector. I he public sector units are 


mainly those which had been taken over by the government on 


becoming sick units. Besides these, there are also some units 


which were established as public sector units. In order to ensure 


adequate suply of sugarcane to the large mills the government has 


reserved an area of f6 kilometers around the sugar mill from which 


they are to purchase their sugarcane. No other sugar mill can 


encroach into the reserve area of any particular unit. Within 


;ach reserve area there is a cooperative society and all the 


growers who wish to sell their sugarcane to the mill have to be 


registered members of this society. The sug« 


dav to day requirement details to the society which in turn 
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selects the cultivators who are to supply the cane to the 
mill. In this manner it tries to ensure that all the cultivators 
get their turn in rotation and without any inconvenience either to 
the cultivators or tne sugar mills. The government also fixes a 
minimum cane procurement price every year to safeguard the 
interest of the cultivators. The payment for cane supplied is 
made to the cultivators through the cooperative society and for 
this service the cooperative society charges them around two per 
cent by way of service charges. 

The sugar units of the state have grown gradually over the 
years. According to the Annual Surey of Industries (ASI) the 
state as a whole had SI registered but only 76 units filled in 
their ASI returns. Thus we are providing data pertaining to only 
those units from which returns were received. The data are being 
given for four points of time. Between 1976-77 and 1965— S6 (the 
last year for which the ASI report is available) the number of 
units in the state filing their returns rose from 7S to 91. 
Correspondingly their fixed capital registered an almost four fold 
increase from around 5000 lakh rupees to around 19300 lakh rupees. 
Similarly there was also an appreciable increase in the value of 
working capital. In terms of employment, however, it is observed 
that total employment has gone down to less than half in absolute 
numbers. Since the total number of units has gone up we find a 
corresponding increase m both total value of inputs as well as 
total value of output. The value added per worker has experienced 
a very high increase from a mere Rs. 4854s in 1976-77 to fts. 35426 in 



the year 1985-86. 



1979— SO when there 


remaining three points of time. However, the value of fixed 


there has not been much of a variation with 


respect to value of working capital except during 1962-83 when it 


suddenly dropped to a very low figure 


be expected, was higher for the year when the 


otherwise employment too has fluctuated only between 3 to 4.8 


thousand 


f ind 


employment levels at the all U.P. level as well as in the case of 


individual districts has gone down . This coul 


modernisat i on of 


production went up quite considerably from around 1868 lakhs to 


nts of time the units 


Both f 


total number of units to 


up considerably ana this investment is also reflected in the 


been an appreciable increas 
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Rs .447.85 lakhs during 1976-77 to Rs. 1727.52 lakhs by 1985-86. Once 
again the employment pattern remained unchanged with employment 
level going dui?vi to less than half in 1985-86 as compared to 1976- 
77. i he vaiue of total output was highest during 1982—83 when 
there were 7 units. Even then the total output of 1985-86 was 
much higher as compared to 1976-77. Lower level of employment and 
a higher level of production pushed up the figure of value added 
per worker quite high during the year 1985-86. 

Even in the case of Saharan pur there was not much change in 
the total number of units over the period in question. Strangely 
enough 1982—83 was a bad year f or the sugar industry ir# 
Saharanpur . The value of total production was Rs .4589.42 lakhs 
whereas total inputs were to the tune of Rs .4860.07 lakhs. Tnus 
we have a negative figure of value added. On the contrary. 1985- 
86 witnessed a record output of Rs. 8043. 29 lakhs and value added 
per worker was a phenomenal figure of around Rs. 95670. 

On the whole we observe that while the total number of sugar 
factories have not risen very appreciably either within the state 
as a whole or among our selected districts. There has been a 
considerable increase in the values of f i xed capital, total output 
and value added per worker (Table 2.1). 
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It has already been discussed that the government fixes the 
procurement prices of sugarcane to protect the interest of the 
cane growers. While the central government announces a price. Lae 
state government also announces its prices for the stale and these 
are always slightly higher than those announced by the central 




eminent 


central government were Rs.10.S0 per quintal (maximum price) as 


against which the maximum price offered fay the state government 


s e had 


nnounced fay the state government was Rs .36 


around 


some 


found between individual units depending on the state of plant and 


instance during 1967-86 the average sugar recovery of the 


Similarly, the recovery percentage of mol 
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Khandsari and Gu r industry 

In the introductory chapter we have already indicated tnat 
the Khandsari industry is very old and traditional one and that 
the efficiency of these units is much lower as compared to the 
sugar mills . 

The Khandsari process was improved between 193&-194S and the 
'open pan sul phi tat ion* process was introduced. The Knandsar i 
units come under the small scale industries ana a large number of 
them are also registered under the Factories Act. The government 
has not been very favourable to them because over the last two 
decades there has been a policy of not granting new licenses for 
these units except for in exceptional circumstances such as a 
bumper sugar cane crop during a particular year. Each Khandsara 
unit has to renew its license on a year to year basis. They have 
to pay a fixed license fee depending on the size of the crusher 
being used by them . The current rates for the license fee is s 


i > 

IQ inch x 

12 

inch 

crusher 


R s.650/- 

i i ) 

11 inch x 

14 

inch 

crusher 


Rs.725/— 

iii ) 

13 inch x 

IS 

inch 

crusher 


Rs .625/— 


Each crusher 

has 

a fixed 

crushing 

capaci ty 

i 

with 

the si zb 

of 

the 

crusher . 

Thus the 
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average crushing capacity of around 4 tonnes per nsur while tne 
two bigger size crushers have a crushing capacity of around S and 
10 tonnes per hour respectively. 

A Khandsari unit having a crusher size of 11 inch x 14 inch 
costs around Rs. 14.00 lakhs approximately at present. This is 
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inclusive of all the various machinery an a other equipment needed 
to set up a sui phi tat ion unit. 


Khandsar i is manufactured through two main processes. The 
traditional or non-sul phi tat'ion method ana the open pan 
sulphitation method. The non— sulphitation units have a single 
process . If you start by crushing say one quintal of sugarcane 
around 60 kgs. of sugarcane juice is obtained. This gets 
converted into around 11 Kgs of Raah from which 5 kgs. of 
Khandsar i and 6 kgs of Khandsari molasses are obtained. 

In the open pan sulphitation unit, on the other hand, the 

production is a three stage process. Starting with one quintal 

of sugarcane 5 kgs. of Khandsari is obtained after the first 

process. The molasses left over is recycled and at the end of the 

second process another 1.5 kgs of Khandsar i is recovered. And 
after the third stage of production yet- another 0.5 kgs. of 
Khandsari is obtained while around 4 kgs. of molasses is left 
over. In all therefore 7 kgs. of Khandsari is recovered from eacn 
quintal of sugarcane along with 4 kgs of Khandsari molasses. 

Despite the fact that the recovery rates are higher in a 
sulphitation unit, less than half <6S7) of the total units ii55E> 
were sulphitation units during 1969—90. This is primarily so 
because the cost structure of a sulphitation unit does not suit 
all the Khandsari manufacturers and because the total units also 
consist of those who are making only gur. For gur manufacture 
the traditional form of production is sufficient. 


gur 
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The crushing season, as shown in the records of the Cane 
Commissioner's Office, starts from the first of September and ends 
on the last day of June. However, . n actual practice crushing 
generally begins around October and does not go beyond Hay in any 
case. In fact many a times crushing may be over earlier as well 
depending on the availability or non-availability of sugarcane. 
In the case of suiphitati on units the crushing is delayed as 
compared to the non-sui phitation units Because in the initial 
stages sugarcane contains water and this is allowed tc dry up to a 
certain extent before crushing begins. 


The Khandsari units neither have any reserved cane area for 
them nor does the government fix any procurement price in their 
case. On the other hand, they have to pay a purchase tax on irve 
sugarcane purchased by them. The current rate of purchase tax is 
Rs.1.50 per quintal. 

Since around 33 p. r cent of the sugarcane is utilised oy the 
sugar mills and around 17 per cent is kept aside for seed and on 
farm consumption there is still another 50 per cent sugarcane 
left over out of the total production. And as the western region 
has a high sugarcane production the 'Khandsari units never really 
face the problem regarding availability of sugarcane. They 

purchase their sugarcane requirement directly from the 

cultivators. Since all the units are old units they have 
developed personal relationship with a number of cultivators ar*o 
so their day to day requirement arrives at the Khandsari unit 
itself. .As far as prices of sugarcane is concerned, the prices are 


certainly affected by the on— going procurement pric 
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generally observed that in the intial stages the prices at which 
Khandsari units are able to procure sugarcane are much lower 
because of a variety of reasons. Firstly* the sugarcane has a 
higher water content. Secondly., the cultivators are desirous of 
disposing of their produce so that they can have ready cash on one 
hand and a free farm on the other for the cultivation of ftabi 
crops. fhirdiy, not all the cultivators are members of the 
cooperative which sells cane to the sugar mills. However* from 
November onwards sugarcane orices start increasing and by the time 
the crusning season ends the Khandsari manufac turers mignt even ae 
paying prices much higher than the procurement prices fixed by the 
government . 
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As far as the different products are concerned, tne units 
manufacture Khandsari, pure gur f Raab for sale as Raab itself, 
molasses and c badoa gur* « ’Bad da gur 9 is nothing else ■ out 
solidified molasses in the shape of pure gur* It is dark brown* 
While Khandsari and pure gur are used directly for consumption, 
Raahy molasses and * bade. our’ may be used either directly for 
consumption or as an intermediate product in tne .manufacture of 
t o bar c o an d a 1 c o h o .1 * In* f act * tm 1 k o f t h e mo lasses an d r> baduLa 
gur’’ produced goes into the production of alcohol. 


|i 1 


Looking at the data. provided oy the Annual Survey of 
Industries * the state as a whole had a total of 740 registered 
factories which provided their details for the ASI, their number 
went up in 1979-50 1790 units) as well as in 1952-83 {1152 units) 

in 1985—36 (968 units). Thi' 


con tor ms to 


ns 


but came down 


overall 1 assessment. Chat: their numbers have been de c 1 xn ing over the 
years* The initial increases are because some of the units which 
earlier were not registered under the Factories Act came under the 
purview of the Act at time went by. 

During 19/6—// tne value of fixed capital was around Rs«iZ43 
lakhs but by 1985-86 it had more than doubled to Rs.2734 lakhs. 
Similarly there was an even greater increase with respect to 
working capital. Unlike the sugar industry where we observed a 
declining tendency in total employment total employment between 
1976—77 and 1985-66 has registered an increase whicn prooaoiy 
indicates the fact that there has been no modernisation of these 
units arid that they continue to be traditional and labour 
intensive (Table 2*4) » 

I he total output of this sector has risen sharply Between 
1976-77 and 1985-86. The increase registered has been around 195 
per cent* However , since the sector is traditional and relatively 
inefficient using labour intensive technology the value added per 
worker has hardly shown any increase * It increased from Rs *2074 in 
1976-77 to 3551 in 19.85—86, an increase of only 71.22 per cent 
whereas the corresponding increase in the case of the sugar 
industry was well over 625 per cent. 

Among the five districts selected for the present study 
Bijnor had the highest number of registered Khandsari units i££i 
units) in 1976—77. By 1985—66 this number had gone down to 206 * 
However* fixed ‘ capital, working capital, total employment all wen"; 

t- o 1 9 76— /7 » 3 o a 1 s o did t h e t o t a 


up by 1985-86 as compared 
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number had 
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aoes not have as many an x 


ime ana -also in terms o 


total employment except 


far Meerut primarily be 
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thus ^ convenient 


he Cane Commissions 



inf ormation 


a whole 


is quite evident fro® tne 


otai number of unit 


has shown an increasing trend 
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maximum 
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bullock koihus are 
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the other units which are engaged in the processing of sugarcane 
These are household units utilising mainly family labour. Prior 


to 197/ one naa to obtain a license for setting up a ’khara fcolhu* 
which is nothing but a power crusher with its rollers placed 
vertically instead of norizontaliy as in the case of the rollers 
of a Knanasari unit. Thus its crushing capacity is reduces. In 
1977 tne government made an alteration in its policy and spared 
the kn«ra >< ° - d u from the formality of licensing and 
registration. Although, even now ail individuals setting up a 
khara ko ihu as.e expected to register their names at the District 
Board but in practice there are much more units than tne 
registration figures indicate. It is mainly the roadside units 
which get registered while those in the interior escape the notice 
of the District Board Officials. In fact since tne District Board 
has no control over these units they do not even take pains to 
find the exact number. 

On paper trie rule clearly states that only sugarcane grown by 
the individual can be crushed oy him in the 1 khara kolhu* but the 
fact is that they are freely competing witn the Knanasari units to 


purchase sugarcane produced in their area. Be si 


iaes tms sorns 


units are also producing Knanasari sugar even though they an 
expected to manufacture our onlv. 


In Mcsradabad they do not figure in 


n large numbers out in the 


remaining districts of our study their number is quite high, 
8i jnor and Meerut, for instance, the numbers registered wit: 


District Board was 385- and 1800 r 


spsctiveiy , ii is believed t 





the actual number would be close to around 2000 in Bijnor an 


around 6000 


lower as compared to the Khandsari unit. But 


to spend anything ov way of license fee or incu 


The manufacturers 


unit are giving them out on hire. The rent is around Rs.7; 


such as setting up of the unit and also takes care at tne asv 


units and he goes around doing the repair work whenever needed 


as on of say seven months (October 


each units crushes around 3000G--40€k> 


crushing between 3 to 4 .lakh quintals o 


driven kolhu 
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mills as well as the Khanosari units of Uttar fradesft. The share 
of the sugar mills as well as the Khandsari units shows 
considerabie t luctuaticms over the years. The share of the sugar 
mills* which was 24.67 per cent in 1974-75. came to an all time 
low - of 19.92 per cent in 1979-8G. Then with year-wise 
fluctuations in between, it touched 31,99 per cent in the year 
19S6-S7. Ev 1989-90 it had gone up further ta 33.23 per cent. 







I 


In the case of the Khandsari units, on the other hand, the 
lowest share was 6.82 per cent during 1974-75 itself . After 
touching » o . 7z> per cent .in 1977—78 it again slumped to 9.03 per 

cent the very next year . It attained an all time nigh of 15, .5 
per cent during 1966-87 but had come down to 11.53 per cent curing 
1969—90 . s hus if we look at 1969—90 we find tnat if we account 
for the 33.23 and. 11.53 per cent share of the sugar mills and 
Khandsari units respectively and and to it 17 per cent whicn is 
kept aside for seed etc. we have a figure of 61.76 per cent whicn 
means that the balance left is 36.24 per cent. The only other 
uses to which sugarcane is put to is crushing in the ’khara. 
fcoihus* or bullock driven kolhus and a very small amount reaches 
the cities where fresn sugarcane juice is sold. It is quite 
obvious that these uses cannot account for the balance which works 
out to be 371^.16 lakh quintals. 




This leads to the obvious eon elusion that either there is 
seine error in the estimation of the ’total sugarcane output of the 
state or that the figures of cane crushed by the suqar mills and 
the Khandsari unit is an underestimate* In fact both may be true* 
This -seems guite obvious since the sugarcane production has 
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snow n 


an 


increasino trend p&rrsarkt +v *■ . 

tc * r fluctuations. And if in any 

year tHe sugarcane .Had o^&fi left’ iincni _j - « . „ 

n leiZ un * oid ln a faig way it would have 

inevitably lee to a great deal of dissatisfaction among the 
cultivators and the output would have been immediately affected. 


yhile «t iw/e riu way of finding as to how correct the state 
production estimates are we got some indications during the field 
visits that the estimates provided for crushing are underestimates 
m the case of both sugar mills as well as Khandsari units. A 
particular sugar mill is crushing much more amount of sugarcane 
daily than what it has mentioned as its daily crushing capacity, 
inis unit alone is crushing around 50 lakh quintals more than its 
licensed capacity. As far as the Khandsari units are concerned, 
their case will be taken up in the subsequent chapters where we 
snail be analysing the primary data collected from the five 
selected districts. 


a Co mparative Picture of u.P, With India and Some States 


It xs worthwhile trying to have a comparative idea regarding 
tne position of Uttar Pradesh with respect to sugarcane, sugar and 
khandsari to see how the state fares in comparison to the country 
as a whole and some other states. The states which are prominent 
in this connection are Tamil Nadu, Maharashtra and Andhra Pradesh 
and for the sake of convenience they have been taken for our 
comparative analysis. 


The comparison in the vase of sugarcane nas seen Gone with 
respect to the average yields obtained in these states and in the 
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Details of Sugar Inaustry 
Selected Districts of the 


Year 


Return Value of 
Recei- Fixed 
ved Capital 
Units (Lakh Rs. ) 
(Nos. > 


ilU*£ Efidlih 


5025.24 

•11318.64 

14297.39 

19270.05 


3221.22 126652 21425.19 
4091.62 122839 27198.12 
9135.73 118825 61490.30 
8654.64 61368 47404.12 


27053,16 

32953.80 

74470.47 

67410.56 


4968,01 4838 
4096.03 4191 
10728.50 11480 
16338.92 35426 


BAiMJL 


242.61 3695 1498.57 

228.52 6962 2290.46 

46.68 .4719 4173.05 

207.32 3030 4055,03 


337.39 12436 
193.47 3602 
671.34 18418 
1686.25 76717 


572.71 7120 
548,02 6315 
801.16 10669 
1195.28 27434 


au ra l 


8922 23338.25 
9923 2647,30 
10181 6974.97 
3406 3782.71 


9730 1982.00 
8156 1888.34 
10071 4860.07 
4357 4536.58 


2405,79 390.52 4686 
2275,04 352,55 5295 
4589,42 <-)43B«26(~)5l91 
8043.29 3299.63 95670 


Annual Survey of Industrie 
State Planning Institute, 


s? Economics and R 
U « P , (Year-wise Rs 



Table 2,2 


Detail? a# Cane Crushed, Production and Sugarcane 
Prices for U.P. 


No. of Cane Sugar Molasses Prices fixed by Prices Paid by 

Units Crushed produ- (lakh qtl) Govt, of India U. P. Govt. 

(lakh ction ______ _ 

qtl) (lakh 

«|tn M^nlfRUm MSKiffkUR WfHffiyflf Maximum 


Source : Cane Commissioner 3 & Office, Lucknow 


Table 2.3 s Details of Cane Crushed and Production 
cr c ^ug cr Industries for Selected 
Districts 


District 

Year 

No. of 
Units 

Cane 

Crushed 
£l®kh <jti) 

Sugar Pro- 
duction 
< lakh qtl) 

Molasses 
(lakh qt 

Bijnor 

‘1987-aa 

4 

233.03 

21.25 

12.12 


1988-89 

4 

176.43 

17.18 

7.49 


1989-90 

5 

286,92 

25.82 

13.05 

Moradabad 

1987-83 

3 

6S.5& 

5.42 

3,57 


1983-89 

3 

33,99' 

5.13 

2.65 


1989-90 

3 

97.11 

8,16 

4.83 

Muzaffarnagar 

1987-83 

5 

229,69 

19,85 

10.73 


1988-89 

5 

190. A0 

18.26 

7.70 


19S9-90 

3 

288.67 

24,10 

24,10 

Meerut 

1987-88 

7 

299.45 

34.83 

15.62 


1988-89 

7 

187.24 

33.55 

10.28 


1989-90 

7 

297.53 

36.63 

19.06 

Saharanpur 

1987-88 

6 

260.17 

23.00 

10.84 


1988-69 

8 

188.53 

17.32 

7.75 


1989-90 

6 

303.44 

27,47 

13.54 
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ri Industry for U.P. and 
of the Svudy 


iotal Value of Value of Value 
Employ-Total Total Added 
)ment Inputs Outputs (Lakh R 
(Nos.) (Lakh Ro . ) (Lakh Rg , ; 


Value 
Added 
) Per 
Worker 
<R«.) 


Ultan EmdJAb. 


443 . m 58048 585S.99 
774. AS 68479 4181,05 
056.77 103829 15842.78 
893.35 80124 17989,68 


7071.16 

5310.57 

18769.39 

20878.95 


101.33 16170 1601.88 

164.99 19373 1173.10 

181.61 21328 3530.22 

£33.76 18676 3464.20 


Moradaba d 


1976-77 

1979-60 

1982-83 

1985-86 


75.86 7077 737.99 
179.36 10734 691.21 
247.57 20602 3067.97 
414.67 16150 3268.14 


BmMf&zmm. 


13684 

12273 

21669 

13766 




arcs i Annual Survey of Industries, Economics and Statist 
State Planning Institute, U.P, (Year-wise Reports) 
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Table 2.5 : Data Relating to Khandsari Units of U.P. 


Licensed 

Units 

Working 

Units 

Cane 
Crushed 
(lakh qtl ) 

Khandsari 
Produced 
(lakh qtl) 

Gur Pro- 
duced 
(lakh qtl) 

Molasses 
Produced 
(lakh qtl) 

Price of Cane Per 
Quintal (Rs. > 

Minimum Maximum 

4077 

3500 

550,20 

23.06 

7,51 

13.60 

8.00 

18.00 

2875 

2636 

805.62 

33.09 

8,15 

12.73 

10.00 

22.00 

2813 

2501 

901.48 

45.25 

15.13 

NA 

10,00 

£2.00 

2761 

2184 

972.72 

48.01 

11.39 

4.35 

8,00 

25.00 

2374 

2041 

909.97 

39,42 

14.60 

6.54 

8. 00 

21.00 

2077 

1808 

828.81 

39.00 

10,04 

6,16 

10.00 

30,00 

1940 

1744 

1021.27 

48.09 

23,48 

4.08 

13,00 

33.00 

1874 

1767 

1283.24 

66.35 

15,56 

2,23 

10.00 

33.00 

1615 

1666 

1254.54 

53.05 

19,01 

6.65 

10.00 

29.00 

1744 

1600 

1199.33 

51.04 

20,30 

0.69 

15.00 

40.00 

1641 

1552 

1119.93 

51.14 

£0.65 

4.36 

18.00 

50,00 


Source : Cane Commissioner ' e Office, Lucknow 
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Table 2,6 > Details of Selected Districts Regarding Ciur and Khadsari Units 


Licensed 

Units 

Working 

Units 

Cane 
Crushed 
(lakh qtl) 

Khandsari 
Produced 
(lakh qtl) 

Gur Pro- 
duced 
(lakh qtl) 

Molasses 
Produced 
(lakh qtl) 

Price of 
Quintal 

Minimum 

Cane Per 
(Rsv) 

Maximum 

197 

168 

190.27 

7.90 

4.25 

0,26 

10,00 

29.00 

194 

178 

181.12 

7.37 

4,42 

0.11 

15.00 

40.00 

193 

181 

185.82 

7.04 

4.66 

0,08 

18.00 

50.00 

152 

143 

125,04 

4 * 40 

2.91 

0.53 

£5 

38 

144 

137 

1S6.73 

5.14 

3.05 

0.12 

25 

40 

132 

130 

109.13 

4.01 

3.01 

0.18 

30 

48 

150 

133 

92.47 

2.98 

3.02 

o.os 

18 

28 

143 

134 

88.98 

2.90 

2.87 

NA 

24 

35 

136 

134 

78.67 

2.55 

2.37 

0.13 

26 

40 

207 

192 

166,24 

6.21 

4,56 

0,02 

NA 

NA 

195 

181 

148.61 

6.41 

4,58 

NA 

26 

38 

174 

168 

150.81 

6.01 

4.19 

NA 

26 

40 

292 

267 

199.99 

: 9,11 

2,01 

NA 

20 

28 

283 

250 

180.44 

8.41 

2,32 

NA 

24 

36 

264 

237 

187.15 

8.33 

2.47 

NA 

18 

50 


Source s Assistant Cane Commissioner's Office of respective Districts. 
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Table 2.7 : Sugarcane Produced and Sugarcane Cruahed by 
Different Sources 


Year 

Total Pro- 
duction of 
Sugarcane 
< lakh qtl ) 

Total Sugai — 
cane Crushed 
by Sugar 

Mills 
(lakh qtl) 

Total Sugar- 
cane Crushed 
by Khandsari 
Units 
(lakh qtl) 

Balance 
Sugarcane 
( lakh qtl) 

1974-75 

6147.92 

1516.90 

542.57 

4088.45 


C 100.00) 

(24.67) 

(8.62) 

(66.51) 

1975-76 

5835.90 

1222.20 

550.20 

4062.50 


(100.00) 

(20.94) 

(9.43) 

(69.63) 

1976-77 

6521.55 

1515.30 

671.07 

4335.10 


(100.00) 

(23.24) 

(10.29) 

(66.47) 

1977—76 

7681.86 

2054.40 

1056.16 

4571.28 


(100.00) 

(26.74) 

(13.75) 

(59.51) 

1976-79 

6232.42 

1576.40 

562.99 

4093,03 


(100.00) 

(25.29) 

(9.03) 

A m } 

1979— SO 

5122.84 

1020.30 

555.56 

3546.98 


(100.00) 

(19.92) 

(10.84) 

(69.24) 

1960-81 

6420.49 

1293.50 

’805.62 

4321.37 


(100.00) 

(20.15) 

(12.54) 

(67.31) 

1981-82 

7644.01 

2278.50 

901.48 

4464.03 


(100.00) 

(29.81) 

(11.79) 

(58.40) 

1982-83 

8138.67 

2104.00 

972.72 

5061.95 


(100.00) 

(25.85) 

(11.95) 

(62.20) 

1983-64 

7829.38 

1851.40 

909.97 

5068.01 


(100.00) 

(23.65) 

(11.62) 

(64.73) 

1984-85 

7088.82 

1544.80 

828.81 

4715.21 


(100.00) 

(21.79) 

(11.62) 

(66.73) 

1985-86 

7303 . 68 

1721.70 

1021.27 

4560.71 


(100.00) 

(23.57) 

(13.98) 

(62.45) 

1986-87 

9305.40 

2996.50 

1283.24 

4479.38 


( 100.00) 

(31.99) 

(15. 15) 

(52.86) 

1987-88 

9305.40 

2996.50 

1254.54 

5054.36 


( 100.00) 

(32.20) 

(13.48) 

(54.32) 

1988-89 

6852 . 27 

2429.30 

1199.33 

5223 . 64 


( 100.00) 

(27.44) 

(13.55) 

(59.01) 

1989-90 

9712.77 

3228.00 

1119.93 

5364.84 

- 

< 100.00) 

( 33 . 23 ) 

(1.53) 

(55.24) 


Source : Cane Commissioner's Office, Lucknow 


Note : Figures in brackets indicate the percentages of total 
sugarcane production. 




Table E.S : A Comparative Picture of the Yield Rat* 
Sugarcane 


Yield = Otis/Hect 


State 


Uttar Pradesh 


Tamil Nadu 


Andhra Pradesh 
Maharashtra 


198c S3 1983—84 1984-85 1985-88 1986-87 


456 . 55 


871.63 


742.86 


962.56 


463.54 


688.54 


903.03 


459.36 


490. 19 


711.05 


901 .14 


726.32 


893.54 


505.09 


873 . 97 1038.01 1046.82 1100.04 


639 .16 


860.71 


India 


564.41 559.78 576.73 598.89 597.32 


Source 


<i> Directorate of Agriculture U.P. for the ficure of 
U.P. and India 

11} directorate of Economic and Statistics, Ministry of 
agriculture. New Delhi for the states of Tamil 
Nadu, Andhra Pradesh and Maharashtra. 
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Details of Cane Crushed, Sugar and Molasses Produced 
in the Sugar Factories of the Selected States. 


Uttar Pradesh 


Tamil Nadu 


Andhra Pradesh 


INDIA 


(i) Cane Commissioner's Office, Lucknow for Uttar 
Pradesh 

{ i i ) National Federation Cooperative Sugar Factor ie 
Ltd- , New Delhi , Vo 1 . 21 , May 1990 for India and 
States except U.P . 



Uttar Pradesh 


Tamil Nadu 


An dh ra 
Pradesh 


INDIA 


ti) Cane Commi ss i oner * s Offi 
on U.P. 

iii) National Federation Coop 
Ltd., New Delhi, Vo I .21 , 
India and the States e;-;c 




CHARACTERISTICS OF THE KHAND3ARI UNITS AND THE ENTREPRENEURS 


sector based on secondary data. We will now analyse the 


information collected 


acted from the Western 


type of ownership, size 


of crusher installed and the quantum of cans crushed in them 


proximity of the sugar cane growing areas. Whereever possible, the 


such that 


products can be facilitated 


Cane Commissioner's Office, Lucknow was that 


ie governme-n 
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that new 


mainly when the state had 


witnessed a bumper sugarcane production 


arise 


in the other hand 


around 14 


s have been set up in the 1960'' 


districts with the oldest khandsari tin its since over 


hand, Meerut was the district where 


units was found to be tne 


could be 


Although k hand sari units come under the 


complete plant costs around Rs, 14.00 lakhs (199 


, since power 


own 


3 h 



bagasse out in the sun so that it drie 


owned ay 


own 


On the whole , therefore, around oer can 


of the total units of the five sample districts were found to b 


were ownea 


single entrepreneurs. Among the indiv 


owned units 13Q7 .) . The 


Although ther 


Saharanpur has 
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ured throunh two main 


In our sample around 


sulphi tation units 


production of gur. In the case of Meerut 


while in Muzaf farnagar the proportion o 


was * ound h 


distributing them into six size groups starting from below 50 7 GOO 


size grouo accounted to 






Over 94 per cent of the total units were crushing above 100 
thousand quintals, Moradabad was second with around 72. per cent 
uinits. rtuzaf farnagar and Bi.inor were the districts wn ere bato 
large and sma.il sizea units were almost evenly distributed. 
Taking the districts together the highest proportion of units 
(31X) were concentrated in the size group of 101-150 thousand 
quintals. Near (y naif the units are found to he crushing over lOI 
thousand Quintals. 



The total sugar cane crushed by all the units taken together 
accounts for 14130 thousand Quintals during 1989—90 ana this gives 
an average cane crushed per unit of 112.14 thousand quintals for 
all the units taken together. Among tne districts we find wide 
variations ranging from the lowest average of 49 thousand quintals 
per unit in Saharanpur to the highest average of 144.41 tnousand 
quintals per unit m dee rut . Moradabad and Bijnor nave around tne 
same average which is slightly higher loan the overall average. 

The structured questionnaire prepared for the survey had also 
asked the units to furnish details regarding their recovery rates 
of khandsari as well as khandsari molasses.' It is observed that 
there are wide variations among the districts with respect to 
recovery rates of both khandsari and khandsari molasses. Meerut 
had the highest recovery rate as far as khandsari is concerned. 
With a recovery of 6.37 per cent. Since the best recovery rate 
which can be obtained in a sui phi tat ion unit is 7 per cent, it may 
be said that the efficiency of the units located in Meerut :.s 
quite good. Meerut, as already indicated had only sul phi tat ion 
units. Both Moradabad and B i j nor had tne same recovery rate of 


iluzaf farnagar ana 


5.64 per cent. The remaining districts 
Saharan pur also had almost the same recovery rate hut it was 
extremely low at less than 4.5 per cent. Fart of tins low 
recovery is explained oy the fact that the units of these 
districts are mainly non— sul phi tat ion units. Their low recovery 
rates have pulled down the average recovery for the five districts 
taken together (5.33%) . 

v 

Looking at the recovery rates of khanrfsari molasses 
Muzaf farnagar heads the other districts with a recovery rate of 
5.75. Saha ran pur. although second., is considerably behind it with 
a recovery of 4.S5 per cent. It is interesting to note that in 
both these districts the recovery rata of molasses is higher than 
the recovery rate of khandsar i . In the remaining three districts 
the recovery rates o+' molasses are very nearly the same at arouna 
4 per cent. The average recovery rate for the five districts 
taken together works out to as 4.37 per cent (Table 3.3). 

It is, therefore, observed that the khandsar i units are 
generally old except in the case of Meerut ana. rloradabad and that 
a very high proportion of the units are partnership concerns. 
They are producing Khandsar i sugar through the open— pan 
sulphitation method except for the two districts of Sana ran pur and 
Muzaf farnagar , and are using the crusher whicn nas a size of 11” x 
14" . Whereas the units of Meerut are crushing highest amount of 

sugarcane per unit those in Sanaranpur are relatively smaller 
iized and thus crushing a much lower quantity of sugar - cane per- 
mit. The efficiency of units being more in Meerut is amply 
efiected m the higher recovery rate of khandsar i. 
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ye will now focus our attention on the characteristics of the 
entrepreneurs runnj.no the kbandsari units. Since most units are 
partnership concerns it was not possiole to interview all 
partners. We nave. therefore, collected information of that 
partner who generally looks after the uni« in question. Thus the 


analysis which follows relates to all sum partners who are 
actually running the unit. There is, of course, no problem 
relatea to units which were individually owned. 


Age of the Entrepren e ur 

Very few ent re oreneurs were found to he young {below 30 
years). In the overall sample their percentage was only around 
10 . Entrepreneurs were mainly concentrated in the age groups 31— 
years and 41-50 years. The two age groups Xaxen together 
accounted for nearly 70 per cent of the entrepreneurs. The 
remaining entrepreneurs were in the age group of over 51 years. 
The average age of the entrepreneurs for the districts taken 
together worked out to he around 43 years. There was not much 
difference among the five districts in this regard. However, in 
the case of Meerut around 41 per cent entrepreneurs were above 51 
years {Table 3.4). 


Educational Level and the Origin of En ire 


oreneurs 


It was verv encoura 


imaging t o ho Is l na.tr all X't\e entr&preneur 


were educated. In fact, there was only 


owner was an illiterate person. i'iot only were the 


enireore n s u r *5 


educated 7 they were well qualifies! a. 


s w e i e. s nice o v e r ft a 1 f o t t h © ri 



di pioma 


eroaining , though less*? 


found to be hiqh a 


enquiry into the background of 


background. The proportion of rural 


only one-fourth. This brought down the overall 


tner 


view of the fact that such a 


commendable that they are well educated (Table 3.5) 


ill 


acres). Only around naif the total available iano area has seen 
utilised for tne cultivation of sugarcane. In Saharanpur only 


around IS oer cent of the average land 


no.cing is put under 


sugarcane. However, in the case of siurai farnagar this percentage 


(61) is the hiqhe' 


important sugarcane 


ilusaf farnagaor , as we know, is the most 
owing district of the state and so this hign 


percentage is quite natural. The average area under sugarcane 
varied from a low of 0. SO acres in Saharanpur to a high of 4.95 
acres in Bijnor and the overall average for all the districts 
taken together worked out to i>e 2.62 acres {Table 3.6). 

The overall picture regarding the characteristics of the 
entrepreneurs bring out the fact that the entrepreneurs are 
generally in the age group 31-50 years except for in rieerut wnere 
a relatively nigh percentage fall in tne age group of above 51 
years. A majority of them nave a rural background except in tne 
case of Moradabad. However , despite tneir rural background tney 
are all well educated and some even have technical qual i f i cat ions . 
Since the entreoreneurs are basically engaged in running tneir 
units they have not been interested in agriculture as is reflected 
by the small land holdings in their possession. 
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of Establishment 


Type of ownership 


Owned 
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Table 3.2 * Distribution of Units by Size of Crushers ana Type 
of Manufacturing Process 


' 

if 


Crusher Size/ 
Process 


Size of Crusher 
(in inches) 


Meerut 


Mcraaaoad Muzaf far— Saharan- Bi j nor All 

r.agar pur Districts 


B x 10 


10 x IE 


11 x 14 


UT -13 x IS 


Total 


i j Units Having mor 
'I than one crusher 

F Type of Proces s 

■■ 

Sul phi tat ion 


I Non— Sulphi tation 


Total Units 




5 

(25-00) 


i 




( 3 . S3 ) 


10 

(53. IS) 


(4"? . IS) 
17 

( 100 . 00 ) 


l4 * 20 31* 89* 

(42.425 (70.00) i 100.0) (79.49/ C6S.99) 


1 : . 

#■ 

KS;j 4 ' 


19 -f 

(57.56) ( 5.00) 


(20.51) (27.13) 


33 HO 20 39 129 

( 100 . 00 ) ( 100 . 00 ) ( 100 . 00 / ( 100 . 00 ) ( 100 . 00 ) 


I 1 


17 

C 100.00) 


30 2 

(93.75) (10.00) 


30 79 

(61 . 06 ) ( 62 . 70) 


& 20 7 47 

( 6. 25 ) ( 90 . 00 ) ( 1 00 . OO ) ( IS . 92 ) (37 


( 100.00) 


> (37.30) 


20 20 37 126 
(100.00) (100.00) (100.00X100.00) (100.00) 


Note s Figures in brackets indicate oercentages to total 


1 

4 1 

;J 

K 







Distribution of Units by Quantum of Cane Crushed During 
1969-90 and Percentage Recovery of Khandsari Sugar and 
Molasses. 


Quantum of Sugar 
cane crushed (000 Otis > 


Less than 50 


Above 200 


Total Cane Crushed 
(OOO Gtls. > 



Age group 
(Years) 


Meerut Mo radacad Muzaf far— Saharan-r Bxjnar All 

naqar pur Bis 


to column total 


Note 


Below 

30 

3 

(17.65) 

4 

( 1S.50) 

2 

(10.00) 

3 

(15.00) 

1 

< 2.70) 

13 a 
(10.31)1 

31 - 

40 

4 

(£3.53) 

13 

(40.63) 

6 

(30,00) 

9 

(45.00) 

16 

(43.24) 

48 il 

(38. 10)1 

41 - 

50 

3 

,(17.65) 

9 

(28. IS) 

9 

(45.00) 

6 

(30.00) 

13 

(35.14) 

40 1 

( 31 . 75)1 

■ ' ■ ■ ; - i |ai 

Above 

51 

7 

(41.18) 

6 

(18.75) 

3 

(15.00) 

2 

(10.00) 

7 

(18.92) 

25 .>;!■} 

( 19.84)1 

Total 

- 

17 

(100.00) 

32 

(100.00) 

20 

(100.00) 

20 

(100.00) 

37 

i 100.00) 

126 1 

100.00) 1 

Average Age 

43.76 

41.87 

44.80 

41.00 

43.06 

42.80 ,;| 










( 2.70) 

{ 0.79) 

Secondary 

4 

(23.53) 

6 

(IS. 75) 

11 

(55.00) 

11 

(55.00) 

15 

(40.54) 

47 

(37.31) 

Graduates and 
Post Graduates 

s 

<47.06) 

20 

<62.50) 

s 

(40.00) 

7 

(35.00) 

21 

(56.76) 

64 

(50.79) 

Technical/ 

Professional 

5 

<29.41 ) 

6 

(IS. 75) 

1 

( 5.00) 

2 

( 10.00) 

- 

14 

( 1 1 .11) 

background of 

Entrepreneurs 





rural 

12 

(70.59) 

8 

(25.00) 

15 

(75.00) 

15 

(75.00) 

28 

(75.68) 

76 

(61 .90) 

Urban 

5 

(29.41) 

24 

(75.00) 

5 

(25.00) 

5 

(25.00) 

9 

(24.32) 

48 

(38.10) 

Total 

17 

(100.00) 

32 

(100.00) 

20 

(100.00) 

20 

(100.00) 

37 

( 100.00) 

'126 

( 1 00.00) 
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Table 3.6 : Det 

■ - ' 

ails ot 

Land Holdings and Ar 

sa Under 

nil 

1 ■ .. 




(Area 

in Acres) 1 


He e rut 

Ho rati a had 

Muzaf tar- 

Saharan- 

■ ; 9 

m 

Bijnor All 9 

Description 

1 . 



nagar 

pur 

Districts 1 

| Total Number of 

17 

£»£L'- 

i?,\J ... 

20 

37 126 

Units 

1 : : ’ . : ' 

< 100.00) 

i 100.00 s 

i iOO-OQJ 

(,00.00) 

< 100. 00 H 100.00) 

•. ' . - ■■■ ■ 'IB 

f'x , ; - - .■ ^ ^ _ .• 

Number of Units 

3 

16 

6 

6 

■ • '■ ■ '• ■■ : ■■ ■■■ 

21 56 

Having Land 

1 ~ 

(17.655 

(56.25) 

(30.00) 

(40.00) 

(56.76/ (44.44) 

I ■ ■. ... . : : . . . 

Land Holding 





; 

Total - Actual 

45 

144 

76 

91 

3 16 62 H 

■. ■ 

Average 

l| ; • ■ 

2.64 

4.50 

3.90 

4.55 

8.54 3.33 

I 

\ Under Sugar Cane 





? ■ 

1 " 

Actual 

1 

26 

60 

46 

16 

183 331 

1 ■ 

Average 

1.53 

1.87 

2.30 

0.80 

4.95 2.62 

Percentage of Area 






, Under Sugar cane 

1' ' ' ' 

57.78 

41.67 

60.52 

17.58 

57.91 50.05 


Mgures in brackets indicate the percentage to total 






Chapter IV 


CAPITAL LABOUR AND EXPENDITURE PATTERN OF THE KHANDSARI UNITS 

in the preceeding chapter we had dealt with the general 
characteristics of the khandsari units as well as the basic 
character istics of the entrepreneurs running those units- hie now 
turn our attention towards capital and lacour employed ana on the 
expenditure pattern of the khandsari units covered by us from the 

selected districts- The information relates to the 1989-90 
crushing season , 


Land and Buiidi? 


A khandsari unit needs sufficient land area for two main 
purposes besides housing the plant ana machinery. It needs a lot 
of space to pile up the sugarcane. Moreover, it needs a sizeable 
area to spread the bagasse in order to let it dry- Bagasse is a 
major fuel input for boiling the sugarcane juice for tne 
manufacture of khandsari. We. therefore, observe that a fair 
investment has been made in land and building by tne khandsari 
units. In our sample districts taken together only 18 per cent 
units fall in the size group of nelow Rs . i lakh while a major 
chunk Cover 717.) have a value of land and building in the size 
group of Rs.1 - 4 lakhs. Another IE per cent units have land and 
building worth over Rs.4.00 lakhs. The remaining units' (around £ 
per cent) failed to provide information about the value of tana 
and building. The average value of land and building for ail tne 
units taken together was found to be Rs.1 .85 lakhs. They vat> 
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among the districts significantly for we nave on one hand Meerut 
where the average value is Rs.4.20 lakhs while on the other hand 
the average value in Saharan pur is only Rs.0.68 lakhs. There was 
not much variation between the remaining districts. 

Keeping in mind tne fact that quite a few of these units are 
fairly old and also that they are located in rural areas where 
land costs are relatively low these values are quite high. In the 
case of Meerut we had found that the average value of land ana 
building was the highest. This is so partly because the units of 
Meerut are quite big. Moreover, Meerut also has a hign proportion 
of units established during the 1980 * s ay when the land and tne 
construction costs had gone up. On tne contrary the average value 
is quite low in tne case of Saharanpur where the units are 
relatively much smaller {Table 4.1). 

Va 1 ue of Plant and Machinery 

The figures of plant and machinery provided by tne units are 
depriciated values and not the original purchase price. The 
khandsari units of the sample districts are mamiv concentrated in 
the size group upto Rs.6 lakhs (87 %>. Ir> fact the maximum 
concentration is in the size group Rs.1 - £ lakhs. Consequently 
only a few units have a value of plant and machinery above Rs.6 
lakhs. In fact it is only in the case of Meerut where over 64 per 
cent units have plant and machinery valued at over Rs.6 lakhs. 
This is quite understandable since these units are new units and 
so their depriciated values are also fairly high. Moreover » tney 
are all sul phi tat ion units whose cost is higher as compared to tna 



non' 


through the sul phi tat ion method was priced at around fit 


Thus we find the high average value for fieerut 


the other hand, Saharanpur had oniv non 


of non 


as well as plant ana machinery 


Saha ran pur and 


from these districts are found 'to have a 


lakhs 



L 




taken together is Just short of Rs .4.3 xaKhs. Moradabad and 
Bijnor have figures close to this average value. The average 
value is much lower in the case of Saharan our (Rs . 1 .66 lams > and 
more than twice the overall average in tne case of Meerut 
(Rs. 10.06 lakhs) (Table 4.3) . 

Working Capital 

Working capital is essential to ensure smooth working of a 
unit. Since sugarcane has to be purchased in advance and so is 
money needed to make payment for other inputs and wages etc. every 
unit has to keep a provision of working capital depending upon its 
requirements . Most of the sample units ( 48 . 4% ) from all the 
districts taken together have a working capital size of Rs.1 - S. 
lakhs. Not much difference is found among the individual 
districts. The next important size group is Rs.2 ~ 4 iakhs (27%). 
These two size group, therefore T jointly account for around three- 
fourths of the total units. Here too there is not much 
difference among individual districts except that Meerut has only 
small proportion of units in this size group* 

As we move to the higher size groups of working capital 
beyond » 4 lalcps . toe r e present at 1 o.n ot tsatiaraFipur ■ sriu 

Muzaf f 3 tfp»e§ 3 r .ends*. ..-.Even that of rio r saaiMd ends wnen we i-alk of 
working capital in excess of Rs.6 lakhs. It is only in some units 
of Meerut and Bijnor that the size of working capital goes beyond 
Rs*6 lakhs « 

On the whole the average value of working capital worses out 
to around. Rs.2. 5 lakhs. The value is, of course, much mgner tor 
Meerut as compared to the remaining districts (Table 4.4). 



s t n e productive 


where 


productive 


ixed and 


inf 3.uen 


btained followed 


he pattern wnicn hao ceen 


naiviauai iv 


Among the individual districts, therefore , Meerut was far anead of 


the 


though lagging far oehind, were Bijnor ana niorada^ad 


overall size of productive capital and consequently even the 


productive 


immediately 
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Roughly 1 


a productive 


that the 


per worker investment is low ana 


overall value of plant and macmnery 


Rs.6600 only. However, there was a reasonaoie variation 


tween 


that the 


capital 


tnere 



iecflnOiOgy 


the three indicators of capital efficiency 


in Khandsari Uni 


The khandsari 


even months every 


egular employment 


iaimmum number ot persons 


when the crushing 


:<r employees varies i roin one 


were employing 


employment,, the average was around. 5» liable 4- 
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around Rs.500 


per month while those 


mam dependence of the khanasar j uni 


from the 


level of emolovmen 


nits from ijotn the 


an employment 


employment 


remaining units range oetween 10 


a a result the average empioymen 


mucn 


numfter of 


npioyment per uni 
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As far as casual labour is concerned its availability in 
terms of local labour is a problem for the khandsari units- Toe 
ongoing wages of around Us, 25 per day involve a working period of 
around 10 hours. So local labour is not very easily available 
since many feel that they can earn more than or at least as much 
m any other activity than what a khandsari unit offers by putting 
in lesser fours of work. They feel that even as a rickshaw puller 
they can earn more. Moreover, a job in a brick *iln and some 
other activities is much more lucrative. Thus the knandsari units 
have to reiy mainly on labour from outside the region. The casual 
labour is provided through contractors who are bringing labourers 
mainly from Eastern U.P. and Bihar. The entrepreneurs generally 
bear their railway fares so as to ensure that labour reacnes the 
unit on time and in the required numbers. The advantage witn 
such non-locai labour is that they prepare Kuchha houses within 
the premises ot --.he unit and stay there throughout the crushing 
season. Thus the unit is never faced witn the problem of labour 
shortage ever, during adverse weather conditions. Since tnev are 
staying within the unit itself they are kept engaged in work more 
easily as compared to the local labourers who can prove to be more 

troublesome by indulging in local politics, besides being non 
regular. 


When we look at the type of employment in our selected units 
in different districts we find that less than one--f our tn of the 
total units are employing only local labour while over 70 per cent 
units depend on local as well as non— local labour. The units of 
Bijnor and Horadabad alone are employing only local labourers in i 


m- 



aroursa 


respectively from each of the above me 


afaour employed on a daily wages basis. On the other 


an our is 


cent units where all the casual labour is non— local 


depending upon their employment shares of only local or only non 


ince nowhere are 


actual wag 






HI ill the Khanosari Unit 


cost of production i 


comor lse 


g>"«est share in total expenditure 


arouno 


owest <66.6 


arouna / ut- 


most IfliOO 



erratic power supply ail the unit 


have their own standby arrangements 


interrupted unduly . The units which have Cne siialier si zb crasher 


navi no a 


bigger sized generator Having a capacity 


power 


naving an 


firewood and coal have 


tern 


wages and salaries which accounts for. around 9 per cent snare 


that of Saharan pur <8 







ess than H 


h&se different items together account for 


snere are considerable differences between the 


districts* Saha ran pur is showing an expenditure of nearly iQ 


lowest 
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Table 4.1 


Distribution of Units hy Size of Lana ana Sui 


o column tata 


Size groups of 

Land and Building 
(Uikh Rs . ) 

Meerut 

hioradabad 

Muzaf far' 
nagar 

- Saharan- 
pur 

Bijnor 

All 

Districts 


Mo ft*«pon«e 

- 

- 

- 

1 

1 

2 





(5.00) 

(2.70) 

(1.39) 

Btlote 1 

- 

- 

6 

14 

W6» 

20 




(30.00) 

(70.00) 


(15.87) 

1 - s 

■1 

20 

10 

5 

24 

60 


(5.68) 

(62.50) 

(50,00) 

(25.00? 

(64,66) 

(47.62) 

2-4 

7 

9 

3 

«, 

•to 

29 


<41.18) 

(£8.13) 

(15.00) 


(27.03) 

(23.02) 

4-6 

6 

3 

1 


2 

n 


(35.29) 

( 9.37) 

(5.00) 


(5.11) 

19.52) 

Above 6 

3 

MK 




*3 


(17.65) 





•a 

(2.38) 

Total 

17 

32 

20 

20 

37 

126 


(100.00) 

(100.00) 

(100,00) 

(100.00) 

(100.00) (100.00) 

Average Value 

4.20 

.1,86 

1.50 

0,68 

*1,39 

1eS5 

(Rs. Lakhs) 











1 Distribution of Units by Biz® of Plant 
Machinery and Equipments 


Size groups of 
Plant & Machine 
(Lakh Rs. ) 


ry Meerut Moradafaad Muaaffar- Saharan- Bijnor All 

nagar pur Dis 


Below 1 


Above 10 


Total 


Average Value 
(Rs, lakhs ) 


Note » Figures in brackets indicate the percentages to column total 
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Table 4.3 


Distribution of Units by Value of Fixed Capital 


Size groups of 
Fixed Capital 
(Lakh Rs. ) 


Meerut Mo raaabad Muzaffar 
nagar 


Sanaran- Bijnor All 
pur Dis 


Belov# 1 


Average Value 
(Rs. lakhs) 


Figures in brackets indicate the percentage 



Tam. 4.4. Distribution of unit, by Sir, of Workint, CpiUl 


Size groups of 
Working Capital 
(Lakh Rs . ) 


Hesrut Moradafead Muzaffar 
nagar 


Saharan 

pi it 


Below 1 


Above a 


Total 


Average Value 
(Rs. lakhs) 


Hgurss m brackets indicate the percentage to column total 


36 



Tabl* 4.5 i Distribution of Units by Size of Productive Capita* 


Size of Product 
ive capital 
(Lakh Rs. ) 


Horadabad Wuaaf far~ Saharan- Bijnnr All 
naq&r pur Die 


Below 5 

E 

<11.76? 

10 

(3 1.25) 

IS 

(60.00) 

■ta 

(90,00) 

16 

(43.24) 

58 

(46.04) 

5 - 10 

1 

( 5.88) 

16 

(50.00) 

7 

(35.00) 

it 

(10,005 

13 

(35.14) 

39 

(30,93) 

0 

1 

u* 

4 

(S3. 53) 

6 

(18.75) 

1 

( 5.00) 

- 

6 

(16.22) 

17 

(13.49) 

15 - SO 

8 

(47.06) 

- 

- 

- 

1 

(2.70) 

9 

( 7.14) 

Above SO 

S 

(11.76) 

- 

- 

~ 

1 

(2.70) 

3 

£ 2,385 

Total 

17 

(100.00) 

32 

(100.00) 

HO 

(100.00) 

20 

(100.00) 

37 

(100.00) 

186 

(100.00) 

Average Value 
(Rs. lakhs) 

14.20 

6.65 

4,77 

3.15 

6.92 

6.89 

Note t Figures 

in brackets 

indicate 

the percentages to 

totals. 
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Value of Plant and Machinery, Fixed Capital and 
Productive Capital per worker. 


Table 4.6 


Meerut Moradabad Muzaffar- Saharan- Sijnor All 
nagar pur Die 


Value of Plant 4 
Machinery per 
worker (Rs.) 


Value of Fixed 
Capital per 
worker 


Productive Capital 
per worker 
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Table 4,7 iDistribution of Units by Size of Employment 


Size of Employment Meerut Maradabad Muzaffar- Saharan- Btjnor Ali 

nagar pur Dis 


Above 6 


Average Employment 4,29 


Above 200 


Average Employment 

of Casual Labourers 132,82 134,38 88,55 42,45 


Note i Figures in brackets indicate the percentages to total 



Distribution of unite by Rates of Daily Wages and Origin of 
Casual Labour. 


Note » Figures in brackets indicate the percentage to total 


Daily Wage Groups 
(Rs.) 

Meerut 

Moradabad Muzaffar- 
nagar 

Saharan- 

pur 

Bijnor 

Ail 

Districts 

Below 25 

5 

26 

s 

4 

17 

62 


(29.41 ) 

(87.50) 

(40.00) 

(20.00) 

(45.95) 

(49.21) 

Above 25 

12 

4 

12 

16 

20 

64 


(70.59) 

(12.30) 

(60.00) 

(80.00) 

(34.05) 

(30.79) 

Average Daily 







Wages 

25.64 

22.28 

26.55 

26.05 

24.38 

24.63 

Orioin of Labour 







Only Local 

- 

10 

£ 

1 

16 

29 



(31.23) 

(10.00) 

( 3.00) 

(43.24) 

(23.02) 

Non-Local 

6 

~ 

«, 

2 

*»* 

8 


(35.29) 



(10.00) 


( 6 . 33 ) 

Both 

11 

22 

IS 

17 

21 

89 


(64.71) 

(68.73) 

(90.00) 

(85.00) 

(56,76) 

(70.63) 

Total 

17 

32 

20 

20 

37 

126 


(100.00) 

(100.00) 

(100.00) 

(100.00) (100.00) 

(100.00) 
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Percent Share of Expenditure by Different Heads 


Head of Expenditure Meerut Moradabad Muzaffar- Saharan- Bijnor All 

nagar pur Dis 


Sulphur 


Eml insult 


Electricity 


Bagasse Purchased 


Firewood 


Miscellaneous and 
Other Expenses 


Taxes 


Total 


Average Expenditure 

per Unit (Rs. Lakhs) 64,05 51,16 41.39 



PRODUCTION, MARKETING ARRANGEMENTS AND PRICES OF 
KHANDSARI PRODUCTS 


at our 


and the average cane crusned per unit had been 


estimated to be around 144 thousand quin 


other hand had much smaller units with an average of 49 thousand 


Tne total quantity of 


our 


the preceding chapter , also analysed the expenditure pat 


deal with the production 


marketing and prices of the different products produces by the 


There is also a common practice to sell Raah as rab 


basis of their value of total produc 




value 


total units were in tnis 


production below Rs .50 lakhs it represents all the units of 


Rs.50 to 75 lakhs had in all around one— f ourtn of the 


highest size group represented units where the value of total 


production exceeded Rs .75 lakhs. she proportion of units in this 


category was obviously the lowest. Among tne district 


was around h 



in which less Char, two thousand quintals 


of knandsari was 


produced between 2—5 thousand quintals . ine only other district 


This size group on the whole accounted for barely 


had the maximum number of units (31- 53% ) . Among 


the most important since 56 per cent of its 


one 


thousand but below 8 thousand quintals- While on the whole around 


he total units were found in this category 


he size group 8-12 thousand quintals and Horaaabad 


size group tol 
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The average knandcan production per unit was just short of 6 
thousand quintals. Cm iy Meerut ana ftoradaeac have a better per 

unit average {Table 5.2), 


Pure gur was being produced by only 13 units. There were 7 
fro® Bijnor , 4 from Muzaf farnagar and a single unit each in 
Saha ran pur and horadabad. In fact these units procuring pure gur 
were not producing khandsari at all . During the xast crashing 
season they produced S7.15 thousand quintals of gur valued at 
Rs .316.79 lakhs. Similarly 33 units sola raab as raab. Its 
quantity was 149 . 15 thousand quintals valued at Rs.221 .55 lakns. 


Khandsari molasses is sold in two forms. In tne first 
instance it is sold as molasses. However, its transportation is 
inconvenient . Thus the other method is to solidify the molasses 
and convert it into wnat is locally known as 'badtia gur”. Wo 
technique is required in this conversion. The molasses is heated 
and then spread on the ground where a very thin layer of saw-dust 
is pre laid. As soon as the molasses starts cooling it is 
collected and put in bucket shaped moulds and so it takes that 
shape on solidifying. In tne case of Meerut no unit reported to 
have made hadda gur « tin the other hand no unit from Sahararspur 
sold molasses while only one did so from Muzaf farnagar . They all 
converted molasses to hadda gur before sale. however, there were 
also quite a few units which sola noth khandsari molasses and 
badtia gur. 






Only 64 out of the 126 units sola khandsari molasses without 
converting it into bad da gur. This included all the 17 units of 
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Meerut. In the case of Bijnor 17 out of 37 and from Horadabad Z9 

out of 32 units sold khandsari molasses. While not a single unit 

from Saharanpur sold molasses the number in the case of 
Muzaffarnagar was only one. As the units of Meerut are oig the 
quantity of molasses produced was also high. Tr.us, around S2 per 
cent units produced over 6 thousand quintals each. In the other 
districts the level of molasses production was relatively lower. 

In Horadabad, for instance , nearly 75 per cent units were 

producing he low 6 thousand quintals each wr«ile the percentage for 
Bijnor was as high as 47 per cent for units which producer* less 
than 2 thousand quintals of khandsari molasses. On the whole the 
average quantity of molasses produced per unit was arouna 2.44 
thousand quintals. This average for Meerut was around 7.42 

thousand quintals while that for MoraaaOac. 4.24 t-nousana quintals. 
In the case of Bijnor it was around a thousand quintals per unit 
(Table 5.3) . 

Similarly there were 61: uni is whs.cn produced oadaa gur. 
Their number was highest in the case* of Bijnor *21 units) followed 
by Saharanpur (19 units) ana fiuzat farna'gar ( 15 unit-*). Baaaa gur 
was not being produced in. very high quantities since aver 61 per 
cent ' units were producing less than 4 tnousand quintals each* 
Meerut » as already indicated did not have any unit which produced 
badda gur. The overall average production per unit was around 
1.65 thousand quintals . The district with the highest average 
production per unit was Muzaf f arnagar <4.16 thousand quintals). 
Saharanpur and Bijnor had a similar production of around. E.5 
thousand quintals each while the per unit production in horaoaaad 


■ 




of different oraducts let us now 


urn 


productive capital 


yhen we look at the cost of production of knandsari i 


becomes quite clear that the units of Meerut are far more 


efficient as compared to the units of the 


the lowest in 


Although the cost of production per quintal i 


On the other hand Meerut has a 3iuth highe 


have a cos 



of their sale of by-products maiolv mol asst 


these products fetch a high price and so on the whole the units 


cost of production of khandsar i which is the main procuci 


averaoe cost of production for khandsari for ail 


together was estimated to he around Rs .776 per quintal against 


QU1T1 <.a 


price was nearly Rs.100 below what the cost of proauction is 


that Sah 


both Bijnor and 


employment in Saha 


cauiQ have 


quintal . So obvious 


indicated 


much 


what is encouraging is that over the years 
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For instance, it' we take the value aaded per worker in 1965-6* ar> 
gien in tne Annual Survey of Industries 7 U.P., trie average for 
U.P. as a whole was Rs.3551. As against this the value adaed per 
worker for all the units taken together in our sample the value 
added is Rs. 10,691 which is nearly three times as hign as that 
obtained during 1985— 86. Similarly, we find a similar situation 

in the case of all the five districts selected ay us for tne 
study. 


Looking at the value of output per worker we find tnat 
Muzaf farnagar has the highest value of around ft s. 62,300 per 
worker. All the other districts nave a value aaoue fts.40 thousands 

but below Rs.50 thousands with slight variations among the 
districts < Table 5.5) . 


ill 


When we analysed the efficiency of capital in terms of output 
per unit ot ?i xsc anc- productive capital we found that in the case 
of fixed capital rt-eri,:' had tne lowest figure. It was the second 
lowest after Saharanp.ur in the case of productive capital as well. 
However, we will have to; keep, in mines the fact that since the 
units of Meerut are relatively new, their . investments in plant and 
machinery and even land etc. are much higher. This partly 
accounts for the low value of output per unit of fixed and 
productive capital employed in Meerut, It is an accepted fact 
that in the initial period returns on investment are generally 
low. Muzaf farnagar was the district having the nighest value of 
output for both fixed and productive capital (Table 5.5). 
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i and Khan as 


desn provided by the individual units 


However , we thougnt it 


appropriate to estimate the same even on the 


shown in 


case of khandsar i tnere is 


recovery rate 


Our 


marginally higher and so our 


provided to u 


with non 


& was the lowest 


Our 


ana 5 


are sold both within the state 


states to wh i c 
nearby states c 
West Bengal 7 >-,C5tij 


“ ~' e P ruanCi - s are sola not only include the 


rti-ryana and Punia 


° r:Ul al3 ° to states like 


~ r, ' i —anarasM; ra ana Jammu & K 


asnmi r which are 


far off. 


In the entire sample on i v one 


its entire khands 


• or anaaao was selling 


ari yroaucsd within uuar Praeesh. As 


man v as 


71 per cent units are selling khancisari 


Doer, in y.p , as well as 


outside. The 


,ne reR4ainin S 26 oar cent units are selling their 
khandsar i outside the state. 


in the case of cure gur there were n 2 units manufacturing 
pure gur. As many as 12 of these were selling their produce- 

outside the s-ate while trie remaining unit was selling faotn witnin 
and outside the state,. 


Only a very low proportion of tne raaa sale was conauc 
the state only C 12.57.) while over two-thirds found its wav 


<-9Q m 


s way to tnt 


other states , 


The highest percentage of s 


a .. e ouiSi eie U . P . was f o un 


am the 


case of badda gur since nearly 93.5 


in states other than lit 
and outside U.P. 


o.ar P r ad e s i 


per cent units sold aaaaa 


snt was sold both withi? 


The only product 
state is molasses 161%; 


outside the state, 


Where Ijulk 


Only around o 


■± e is only within the 


i u fc? ~ L- n 1 1 r a is so 1 i 


locai lv 


We T therefore, o bsere that s 


ate of 


tA i * T C : a R 


proaucis, wun 


exception of molasses ; 


.s outside Uttar 


r- raassn 


ms is 



Bengal where nearly 2 


than 2.5 per cent was 


Among the 


a mg consignment of bo a da gur 


ince then the 


i.e adopted nas been that all gunny sags with badaa 


gur are stamped "Animal Feed" 


is a big raandi for khandsari and 


products 


througn Punjab 


inq Arrangements for Different Products 


s its own 


our ces are through the wholesaler 


omssissio 


o individual consumers 



sari nearly throe-tour tns is sold through 


commi s 


entire amount left over is 


sola through the commission 


ers ana commission agents although the 


individual districts 


raaa throuon 


wholesalers while 


e commission agents 


commi ss i on 


gur and they accounted for over 87 per cent of the 


* however, tneir share was 


commission 


wholesalers 


have also 


different products 



the lowest 


khanasari wa 


quintal in the c 


The price variation is rather striking in the 
A unit from Heerut has shown its raafa price at Rs.24 


is very strange as to why the sale was mane cn sucn uneconomic 


per quintal 


in tne case of Bijnor which too is lower than 


selling ho 



fnp lowest price state 


per quintal) 


given 


gives frequency 


gur are 




Meerut 


Saharan 

pur 


Total 

Units 
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#In district Muzaf fa rnagar 4 units produce only- pure gur. 
In district Saharanpur 1 unit produced only pure gur. 
In district Bijnor 7 units produce only pure gur. 


Meerut 


1 

( 5.88) 

4 

(23.53) 

Mo radabad 

— 

9 

(28.12) 

9 

(28.12) 

Muzaf far- 
nagar 

2 

(12.50) 

9 

(56.25) 

2 

(12.50) 

Saharanpur 

11 

(57.89) 

a 

(42.11) 

- 

Bijnor 

- 

9 

(30.00) 

14 

(46.67) 

Total 

units 

13 

(11.40) 

36 

(31.58) 

29 

(25.44) 


Table 5.2 : Distribution- of" units by Quantum of Khandsari 

Produced 


Quantum of Khandsari Produce 
( Quantity .in. '000 oils) ■■ v 


Districts 


Note s Figures in brackets indicate the percentage to total , 


6 & 17 9078.06 

(35.29) (35.29) (100.00) 

14 - 32 7273.1 

(43.76) (100.00) 


2 1 16 3971 

(12.50) (6.25X100.00) 


19 2023. 

( 100 . 00 ) 

5 2 30 6443.7 

(16.67) ( 6.66) (100.00) 

27 9 114 5917.25 

(23.69) ( 7.89) (100.00) 




Districts 


Meerut 

1 

( 3.88) 


2 7 

(11.76) (41.18) 

7 17 

(41 . 18) ( 100.00) 

17 

7423.64 

Moradabad 

4 

(13.79) 

8 

(27.59) 

9 6 

(31.03) (20.69) 

2 29 

( 6.90) (100.00) 

32 

4244.28 

Muzaffarnagar 

- 

- 

- 

1 

(100.00) 

1 

(100.00) 

20 

405,40 

Saharanpur 

- 

- 

- 

- 

- 

20 

- 

Bijnor 

S 

(47.06) 

1 

( 5.88) 

6 2 
(35.30X11.76) 

- 

17 

(100.00) 

37 

1008,48 

Total Units 

13 

(20.31) 

9 

(14.06) 

17 15 10 

(26.56) (23.44) (15.63) 

64* 

(100.00) 

126 

2440.00 


*12 Units are neither producing molasses nor khandsari while remaining units? 
including some units whih are producing molasses, are also producing badda 
gur. 

Note i Figures in brackets indicate the percentage to total . 


Total All 
Units 


Table 5,3 s Dir : ributicr- ui or, its. by qt: ..ntum of Molasses Produced. 


Average 

Quantity 

(qtls) 
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Table 5.4 s Distribution of Units by Quantum of Badda Gur Produced, 


Districts 


Quantum of Badda Gur Produced 
( Quantity in *000 qtls) 


Less than 2-4 4-6 6-8 8 + 

E 


Total All Average 
Units Quantity 
(qtls) 


360.63 

4182.65 

2513.75 

2380. 16 


Meerut - - - 17 

Moradabad 5 i - - 6 32 

(83.33) (16.67) (100.00) 

Huzaffarnagar 2 1 6 4 2 15 20 

(13.33) < 6.67) (40.00) (26.67) (13.33) ( 100.00) 

Saharan pur 7 10 1 1 - 19 20 

(36.85) (52.63) ( 5.26) ( 5.26) (100.00) 

Bijnor 6 7 4 3 1 21 37 

(28.57) (33.335 (19.05) (14.29X4.76) (100.00) 

Total Units 20 18 12 8 3 61 

(32.79) (29.51 





Districts 

Cost of 
production 

Per Worker 

Valaue of output 


of k hand- 
sari per 
qt 1 CRs * ) 

Value 

added 

Output 

Per Unit 
of fixed 
cap! tal 

Per Unit of 

productive 

capital 

Meerut 

705.59 

13388. 13 

47371 .75 

7. 16 

5.09 

Moradabad 

703.35 

8795.87 

40393.07 

13.88 

8.15 

Muzaf farnagar 1043.05 

13395.73 

63313.44 

13.53 

8.94 

Saharanpur 

938.03 

15303.54 

49536.73 

13.65 

4.53 

I 

Bi jnor 

778. 39 

9564.50 

46457.68 

13.30 

7.36 

Total 

775.70 

10691 .84 

46453.53 

11.00 

7.05 




Relationship Between Total Cane Crushed and Different 
Sugar cane Products Manufactured. 


19010 


8108 


979000 


40464 


745573 87155 149149 229334 322741 



Sugarcane 

Khandsar i 

Pure 

Raab Sold 

Districts 

Crushed 

produced 

Gur 

as Raab 









Molasses 





Uttar 

Pradesh 


Rajasthan Punjab fiahara 
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Table 5.10 


aciabad Musaffar- Saharanpur Bijnor All 
nagar oi* 


Kfaindtirt. 


Wholesalers 35796 

<21.38) 

Commission Agents 131616 

(78.62) 

Retailers 


101558 15120 

(45.07) (19.23) 

118917 63503 

(52.77) <80.775 

3378 
(1.50) 

1500 

( 0 . 66 ) 


36960 
(14.86) 
42662 211418 

(100.00) (84.89) 
407 
(0.16) 


189438 

(24.83) 

568116 

(74.47) 

3785 

(0.50) 

1503 

( 0 . 20 ) 


Direct Consumers* 


Total 


167415 • £25353 78623 

( 100 . 00 ) ( 100 . 00 ) ( 100 . 00 ) 


Wholesalers 17110 

(90.01) 

commission Agents 1900 

(9.99) 

fiur 


12180 

(28.85) 

30032 

(71.15) 


21811 

(30.98) 

28584 

(69.02) 


51101 

(45.78) 

60516 

(54.22) 


Wholesalers 


18753 

(20.64) 

72104 

(79.36) 


27153 

( 11 . 10 ) 

214755 

(87.77) 

2777 

(1.13) 


Commission Agents 
Retailers 


Molasses 


Wholesalers 45911 

(36.85) 

Commission Agents 78250 

(62.81) 

Direct Consumers 420 

(0.34) 


85073 
(63.82) 
41481 
(31.01) 
6910 
( 5.17) 


2448 

(5.55) 

41668 

(94.45) 


133729 

(43.06) 

169507 

(54.58) 

7330 

(2.36) 


Wholesalers 
Commission Agents 


4362 50478 85640 

0 , 00 ) ( 100 . 00 ) ( 100 . 0 ) 
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Distribution of Units by Sale through Different Agencies 


Agency 


Saharan- Bijnor All 
pur Dis 


nagar 


Wholesalers 
Commission Agents 
Retailers 
Direct Consumers 


Total 


Wholesalers 
Commission A 


Barid a Gu 


Wholesale 

Commissio 

Retailers 


Wholesale 

Commissio 

Consumers 


Wholesalers 
Commission Agents 
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Prices of Different Commodities Daring 
1?il9-90 <Rs« per qtl). 


Khandsari 


Pure Gar 


Maxi . Min. Average Max 


Min. Average Max. Min. Average 


Meerut 
Mo rada bad 
Muzaffar- 
nagar 

Saharanpur 

Bijnor 


Total 


Meerut 

Moradabad 

Ktizaffar- 

nagar 

Saharanpur 

Bijnor 



Selling Price of Khandsari (Rs.per Qtls) Average No. of 

. Price Units 

Upto 550 551-600 601-650 651-700 701-765 Producing 

Khandsari 


Districts 


Meerut 


Moradabad 


Muzaffarnagar 


Saharanpur 


Bijnor 


AH Districts 3 


Districts 

Price 

of Sugarcane <Rs 

* per 

Qtls) 

Average 

price 

No. of 
Units 


25-26 

27-23 

29-30 31-32 

33-35 



Meerut 

- 

1 

4 

8 

4 

31.24 

17 

Moradabad 


16 

10 

1 

2 

27.41 

32 

Muzaf far— 
nagar 

- 

3 

11 

5 

1 

30.10 

20 

Saharanpur 

2 

7 

s 

3 

- 

28.70 

20 

Bijnor 

is 

21 

6 

2 

2 

28.13 

37 

All Districts 11 

48 

39 

19 

9 

28.76 
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Table 5. 14 s 

Distribution of Units 
Price of Khandsari. 

According 

to the Sale 





Table 5.15 i Distribution of units According to Sale Price of Molasses. 


Districts 

Selling Price 

of 

Molasses 

(Rs. per Otis) 

Average 

Price 

No. of 
Units 
producing 
Badda Gur 

Below 

50 

50-75 

76-' 

ICO 

101- 

151 

151- 

200 

200+ 

Meerut 

4 

13 

- 


- 

- 

- 

53.00 

17 

Moradabad 

7 

13 

6 


2 

- 

1 

69.00 

29 

Muzaffarnagar 

1 

- 

- 


- 

- 

- 

40.00 

1 

Saharan pur 

- 

- 

- 


- 

- 

- 

- 

- 

Bijnsr 

5 

7 

1 


1 

1 

2 

84.00 

17 

All Districts 

17 

33 

7 


3 

1 

3 

68.28 

64 



Meerut 


Moradabad 


Muzaffarnagar 


Districts 

Price 

of Badda Qur 

(Rs. 

per Qtls) 

Average No. of Units 
Price Producing 


Below 

100- 

151- 

201- 

251- 300+ 

Badda Gur 


100 

150 

200 

250 

300 



Chapter VI 


MOLASSES AND ITS CONVERSION INTO ALCOHOL 

Molasses is produced fay the sugar factories as well as the 
khandsari units. The molasses is mainly put to four uses s 

(a) Production of alcohol - The alcohol produced may be 
industrial alcohol or potable alcohol which is used by the 
distilleries making country liquor or Indian made foreign 
liquor? 

{ b) Production of tobacco? 

( c > Production of Oxallic Acid? and, 

( d) Given to animals as feed. 

In the context of Uttar Pradesh, it may be pointed out that 
only a negligible proportion of molasses is used as animal feed. 
Besides this, the state has no unit manufacturing oxallic acid as 
yet. Thus , we are mainly left with the first two uises of which 
tobacco production too is not carried out on a very large scale. 
During the year 1988-89 there were 32 licensed distilleries in the 
state out of which 18 were making potable alcohol , The number of 
distilleries in India and some selected staces is given in Table 
6.1 along with their licensed and installed capacities. The 
annual licensed capacity in the case of the distilleries of U.P. 
was 470602 kilo litres. 

The production of alcohol between 1979-80 and 1988-89 is 
givehn in Table 6.2. There has been an overall increasing trend 
in alcohol production over the years with some fluctuations in 
between. In U.P. alcohol production more than doubled from 101.25 


i 23 


million litres in 1979-30 to 264.46 million litres by 1933—39. 


The same was true at the all India level and in the case of Andhra 


Pradesh. The increase in the case of Tamil Nadu and Maharashtra 


was of a lower order. In 1988-39 U.P. was contributing around 


one-third of the total alcohol produced in the country as a wholi 


Molasses have sugar as their main constituent. Besides sugar 


there are some secondary constituents such as calcium, sulphates 


and iron etc. The proportion of these constituents varies 


depending on the efficiency of a unit and the type of molasses 


i.e. whether it is sugar molasses or khandsari molasses , 


The major difference between sugar and khandsari molasses 
lies in their sugar content. Since the modern sugar plants are 
much more efficient and incorporate a higher levbel of technology. 


the sugar content in its molasses is of a much lower percentage, 


Sugar molasses is, therefore, graded on the basis of its sugar 


content. Thus, the first grade molasses is one where the sugar 


percentage is in excel 


**/ per cent 


Similarly, the second 


grade sugar molasses has a sugar content ranging between 40-47 per 


cent while any sugar 


ies where the sugar content falls below 


40 per cent is treated as third grade sugar molasses. Khandsari 


molasses, on the other hand, has a sugar content above 60 per cent, 


At times the percentage may be as high as 65 even, 


The other main difference between sugar and khandsari 


molasses lies in its composition of secondary constituents, 


sugar factories the sugar cane is mainly treated with lime so 


has mainly calcium as its secondary constituent. Khandsari units 


■■■■■■■■ 





*«' *tfi 



other hand, especial ly the sulphitation units treat the 


sugar cane mainly with sulphur thus the secondary constituent in 
the case of khandsari molasses is sulphates. It is generally felt 
that if potable al cohol is manufactured, khandsari molasses are 


found to be relatively better since the chances of inflection are 


affect the quantity of alcohol prolduction as well as its quality. 

In Uttar Pradesh sugar molasses is directly controlled by the 
state excise department . It, therefore, fixes the price of sugar 
molasses. At present the rates fixed for sugar molassexs are as 


Rs . IE per quintal 


Over and above these prices there are certain other costs and 


Thus the first grade sugar molasses finally cost the 


consumer around Rs .33 per quintal 


The excise department also has a direct control over the 


the excise department from time to time 


directs the distilleries to pick up sugar molasses from specified 


sugar factories. The quantity to be lifted is also specified 
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quality or at times even the third grade molasses. This depends 
°r» the relative efficiency of the sugar mill from where the 

molasses was purchased. The higher the efficiency of the sugar 

factory in terms of sugar manufacture, lower will he its quality 
of sugar molasses. However , the distillery is under obligation to 
buy the molasses irrespective of its quality. Khandsari 

molasses, on the other hand is not an excise item of the state 

government. The khandsari manufacturers are free to sell their 
molasses anywhere except to the distilleries of the state. Since 
they are outside the perview of the excise department there is no 
fixation of prices and that explains why khandsari molasses is 
sold at such high prices. The prices of khandsari molasses do 
keep fluctuating but they rarely go below Rs. 90-100 per quintal. 
On the higher side they may even touch prices as high as Rs.250 
per quintal . 

When molasses is converted into alcohol by the distilleries 
the ultimate production cf alcohol is determined by the quality of 
the molasses in ; terms of its sugar content and the secondary 
constituents . !hs secondary constituents are precipitated in the 
production process. however, a high proportion of these secondary 
constituents does affect the strength of the alcohol . 

The standard measure of alcohol is an Alcoholic Litre (AL> . 
An alcoholic litre means one litre of alcohol whose strength is 
100 per cent. 


Thus if you convert the first grade sugar molasses which has 
prescribed percentage of sugar and also contains secondary 


the 


1 
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constituents in a normal proportion, then from one metric tonne of 
molasses 225 litres of alcohol are obtained. Likewise, one metric 
tonne of second grade molasses gets converted into 200 litres of 
alcohol . Since the third grade molasses is the worst it gives 
between 160-180 AL of alcohol. 

It has already been indicated that the sugar content of the 
khandsari molasses is very high. So it gives around 300-320 AL of 
al cohol . 

The production cost of alcohol is the cheapest in the case of 
Uttar Pradesh and works out to be around Rs.4/- per AL. As 
against this the production cost in the case of states like 
Haryana, Punjab, Rajasthan and Maharashtra it is around Rs.7 to 8 
per AL. This is primarily so since the distilleries of U.P. are 
being provided sugar molasses at controlled rates. 

However , 1 i quo r in tne state is sold at much higher prices 

than in most states because U.P. imposes the highest excise duty 
as compared to the other states . The difference in the rates of 
excise duty are so high that they negate the low production cost 
of alcohol. On the other hand, despite the fact that the other 
states are manufacturing alcohol at a higher rate the higher costs 
are off set by the lower rates of excise duty and so they are 
better off than U.P . as far as the final price of the liquor is 
concerned. These states can , therefore , afford to purchase 
khandsari molasses at higher rates without being adver sely 

af fected. 


1 
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The other states have to go in for purchase of khandsari 
molasses because their supplies of sugar molasses are not 
sufficient to cover their demands . 

To have a comparative picture of Uttar Pradesh and Haryana 
the small table below gies a breakup of the different items with 
respect to the manufacture of a bottle of country liquors 

Table 6.3 : Comparative Picture of U.P. and Haryana with respect 
to Manufacture of Country Liquor. 

CRs . per battle > 



Uttar Pradesh 

Haryana 

Cost of Spirit 

2.00 

7.00 

Bottling charges 

5.00 

5.00 

Excise Duty 

17.00 

11.00 

Sales Tax 

5.00 

5.00 


29.00 28.00 


Thus it is evident from the above table that Haryana 
distilleries are able to produce country liquor cheaper despite 
the fact that the cost of spirit is much higher than in U.P. 
But it is more than offset by the lower excise rates. 

In the case of U.P . one Alcoholic litre produces roughly 2.25 
bottles of liquor since the distilleries of U.P . have to keep the 
alcohol strength around 42 per cent . 

We had discussions with a few distilleries of U.P . making 
potable alcohol . They expressed the view that they would be 
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iea 

unwilling to purchase khandsari molasses even if the excise 
department lifted its ban, for the simple reason that it would be 
uneconomical to them a the existing rates of khandsari molasses. 

Our survey of the five districts has clearly indicated that 
not all the khandsari molasses is being sold outside U.P. even 
though the percentage of sale outside U.P. is quite high. The 
units of Meerut have reported that most of the khandsari molasses 
is being sold within U.P. Keeping in mind the fact that only a 
negligible amount of molasses is being used for animal feed and 
that the state has no oxallic acid manufacturing unit, the only 
other uses to which the molasses could be put to is making 
tobacco, industrial alcohol and potable alcohol. It was during 
the field survey that we had got indications that the distilleries 
producing potable alcohol do purchase khandsari molasses as well. 
They find out if the khandsari unit is willing to sell and also 
the price. Then they send their chemist who checks the sugar 

strength and the deal is -finalised* 

In the case of the states outside U.P. it was indicated that 
whiie part of the high cost is made up by the low rates of excise 
duty the distilleries utilize whatever sugar molasses they get, or 
at least most of it, for manufactur ing country liquor whose rates 
are lower and keep aside the higher priced khandsari molasses to 
produce Indian made foreign liquor. As this type of liquor sells 
much higher a relatively higher cost per AL of alcohol too become 
profitable when whisky or more superior brands of liquor are 
manufactured from the khandsari molasses. The same could, 
therefore, hold true even in the case of the distilleries of U.P. 



meeting tneir additional requirements for the 
manufacture of Indian made foreign liquor through the purchase of 
khandsari molasses. In order to try and verify this hypothetical 
situation we took the total quantity of suaar nialass*»<= nmHuraH < n 


that noth 


TOa l0iidCC0 manufacture or animal feed* It was also 
presumed that the total quantum of sugar molasses { 108.31 lakh 
quintals) was all first grade (an assumption which is highly 
unrealistic) . We know that one metric tonne of first grade sugar 
molasses gives 225 AL of alcohol. Thus during the year 1988—89 
243.675 million litres of alcohol could have been produced. 
However, the alcohol production as stated in Table 6.2 was PM.4A 


a i vres . inis is m excess of what could have been 
produced by the given quantum of sugar molasses. The short fall 
is of the order of 207.85 lakh litres. This would be much more for 
the simple reason that sugar mo lasses Drorfnrpd inac n-p .ji + s.. 


ore y draw one's own conclusion as to whether 
being utilised by the state distilleries or 
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ion of Cooperative Sugar Facto 
1, May, 1990. 


States 

hio * of 
Dist x 1 I— • 
er ies 

Annual Licenced 
Capacity (Kilo 
Litres ) 

Annual Installed 
Capacity (Kilo 
Litres) 

Andhra Pradesh 

21 

103149 

106174 

Maharashtra 

43 

39099S 

373863 

Tamil Nadu 

9 

96480 

101120 

Uttar Pradesh 

32 

455465 

470602 

All India 

200 

1555505 

1586928 
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Table 6.2 s Statement showing i 
1979-80 to 1988-89 


Production of Alcohol During the years 
( Million Litres) 


State 


Andhra Pradesh 33,89 45.22 58.00 58.33 52.12 38.62 
Maharashtra 122.43 119.35 121.58 135.83 146.52 165.52 
Tamil Nadu 42.70 37.88 46.74 59.95 57.16 57.80 
Uttar Pradesh 101.25 125.00 158.50 160.69 179. «S 4 on 


All India 


Source s National Federati 
May 1990. 


on of Cooperative Sugar Factories Ltd., New Delhi 


Chapter VII 


PROBLEMS OF THE KHANDSARI UNITS 

In order to have idea regarding the various problems which 
a khandsari unit is faced with, we kept a section of the question- 
naire specifically for this purpose. He also kept another set of 
questions to have the views of the entrepreneurs themselves in 
order to find out how they f eel that these problems can best he 
overcome . This chapter , therefore , throws light on the different 
problems which the entrepreneurs face in running their units and 
on their suggestions for the removal of the same. 

The basic problems are those which arise out of: 

la) Availability, prices and quality of sugarcane; 

C b) Problems related to labour: 

<C) Problems related to power; and, 

Cd) Other problems . 


With respsc 

t to sugarcane the 

general 

impression 

which the 

units gave 

was 

t h a l t h e y face 

a stiff 

competition in the 

procurement 

of s 

ugar cane . They pointed out 

that the 

large scale 

sugar factories 

are fully secure 

in this 

respect 

since each 

factory has 

•ct 

reserved sugarcane 

area for 

itself , 

covering a 


radious of 16 kms . The other category of units which compete with 
the khandsari units are the power crushers or ' khara fcolhu* who, 
despite the ban, are openly purchasing sugarcane from the 
cultivators. Over the last few years the number of khara kolhu 
units have increased phenomenally. Thus the khandsari units are 
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per quintal in order to lure 


cultivators. This problem is felt much more if supplies are 
inadequate during the peak crushing period. Since the khara kolhu 
owners can afford to raise the price bv uoto Rs.l.sn nor 


very good and this 


s were highlighted by the different units 
units which had no problem at all with 


problem is that local labour is 
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respect to availability of skilled labour. The other problems 
cited with respect to labour are high wages and the problem of 
handling labour particularly the local labour. When they talked 
of high wages they also had in mind the other benefits which have 
to be paid such as train fares to the non-local labour to ensure 
that he stays with them during the next season, the commission 
p aid to the labour contractor who provides non-local labour on 
time etc. (Table 7.2). The non-local labour make their hutments 
within the premises of the khandsari unit and stay there through- 
out the crushing season. This is an advantage in the sense that 
it avoids absenteeism but they have to be provided with extra 
benefits from time to time. Moreover, the government has recently 

introduced a Provident Fund Scheme for the casual labour as well. 

All these factors inflate the wage bill* 

Power is a major problem all over the state and so the 
khandsari units are also affected by the shortages of supply. The 
units have to keep standby arrangements to ensure that the 
production process is unhampered. For this they are having their 
own generating sets. In fact in the entire sample there was no 
unit, not been the smallest one, which did not have its own 
generating set. On the contrary almost one-fifth of the units 
had not taken electric power for crushing. In Saharan pur 60 per 
cent of the units were using only their personal generating sets 
to meet their power requirements. It was indicated that the power 
supply was very irregular by over 64 per cent units from the five 
districts taken together. Similarly around 35 per cent units 

indicated that the power supply was inadequate to meet their- 

actual demands (Table 7.3). 
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inost, important problems, there 


w*v„. meariy one-fourth of the units complained of low recovery 
while around one-fifth felt that they were not getting proper co- 
operation by the government officials. The khandsari units are 
either directly or indirectly under the control of a number of 
government departments. Some of these are the Cane Commissioner’s 
Office; The Labour Office; Weights and Measures Department; Office 
of the District Magistrate; Sales Tax Department; Mandi Pari shad. 
These are only a few. The list actually is much longer. Undue 
interference fay these departments is a cause of concern to the 
units. The other problems cited are non-avaiiabi lity of easy 
finance , competition from the khara kolhu owners, the increase in 
purchase tax and the existing Mandi Tax structure, etc. In fact, 
all the units except only two from the entire sample, voiced their 
concern over one thing or the other (Table 7.4). 


Keeping in mind these 


themselves 


grant them the 


— uayasse is me major tuei in the open-pans, 

order to ensure that bagasse gives off sufficient heat they do 
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recovery is affected by around 2 


permission to inslal 


will immediately 


per cent or so to around 


The other area where they feel a change is required is the 
rates of taxes. They feel that the purchase tax and also the 
mandi tax be lowered. If the mandi tax is lowered they might sell 
much more within the state and so the ultimate earnings of the 

government through the mandi tax may be much higher than what they 
are at present. 


m view of the bureaucratic structure and the exist 
pattern within which a number of government departments exerc 
control over the khandsari units, the entrepreneurs feel that 
would be much better if they could be brought under the over, 
controi of a single at the most two or three departments. Ti 
would make things much easier not only for the unite; hut fnr 


the state government 


government would end 


money spent 


within the same month 
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Ths government should do something in order to supply timely 
and adequate power. They are heavily dependent on generating sets 
which run on diesel. The prices of diesel have been on the rise 
and so their overall cost of production gets affected. Had power 
been available it was a cheaper alternative. 

Neariy 10 per cent of the units felt that Provident Fund 
action for the casual labourers should be done away with. Mot 
y s it a Financial burden but even managing the accounts is a 
very tedious process. Things would be even more complicated when 

after working for say a year or two a worker does not return to 
work. 

other suggestions were that the government must do 
something to ensure that the khara kolhu owner are not allowed to 
purchase sugarcane from the open market. Although the rules 
clearly say that they are to crush only that much cane as is grown 

by them, they have been disobeying the law since there is no 
control over them. Yet another area where they th# 

government can come forward to their assistance is in making cheap 
finance easily available to meet their requirements (Table 7 . 5 ) _ 

We, therefore, observed that problems in running a khandsari 
unit have been mainly arising out of factors such as availability 
and quality of sugarcane, labour and power supply. The 

entrepreneurs have given various suggestions in order to 
these bottlenecks. 


overcome 
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Table 7.1 


Problems Regarding Availability 
of sugarcane. 


Prices and duality 


Type of Problems 


Districts Units 


Total 

Units Responses 
without 
any pr- 
oblem 


Inadequate Irregular High 
supply supply pric 
during suga 
peak season 


Meerut 


Mo ra da bad 


Muzaffar 

nagar 


Saharanpur 20 


Bijnor 


Total 


Figures in brackets are percentage to total 



Table 7.2 s Problems related to Labour 


Districts 

Total 

Units 


Type of problems 


Total 



Not 

enough 

local 

labour 

Problem 
of ski- 
lled 
labour 

High 

Wages 

Problem 
of hand- 
ling 
labour 

Unit 

without 

any 

problem 

Responses 

Meerut 

17 

16 

<57.155 

2 

( 7.14) 

8 

(28.575 

1 

(3.57) 

1 

(3.57) 

( 100.00) 

Moradabad 

22 

18 

(34.62) 

10 

(19.23) 

17 

(32.69) 

- 

7 

(13.46) 

52 

(100.00) 

Muzaffarnagar 

20 

16 

(53.33) 

4 

(13.33) 

7 

(23.34) 

- 

3 

(10.00) 

30 

(100.00) 

Saharanpur 

20 

17 

(51.52) 

3 

{ 9.095 

10 

(30.30) 

1 

< 3.03) 

2 

< 6.06) 

33 

(100.00) 

Bijner 

37 

20 

(35.71) 

8 

(14.29) 

10 

(17.86) 

7 

(12.50) 

11 

(19.64) 

56 

(100.00) 

Total . 

126 

8 

(43.72) 

27 

(13.575 

52 

(26.13) 

9 

' < 4.52) 

24 

(12.06) 

199 

(100.00) 



Table 7.3 : Problems related to Power Supply 
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Table 7.4 s Other Problems. 



Total 


Type 

of problem 


Districts 

Units 







Low 

Non-co- 

Problem Competi— 

High 



Recovery 

operation 

of fin- tion from 

Rates of 




by Govt . 

ance khara 

Taxes 




Of f i cials 

kolhu 



Meerut 

17 

13 

4 

- 


4 



(38.24) 

(11.76) 



(11.76) 

Moradabad 

32 

14 

17 

3 

— 

17 



(22.58) 

(27.42) 

(4.84) 


(27.42) 

Muzaf farnagar 

20 

6 

10 

5 

4 

5 



(14.63) 

(24.39) 

(12.20) 

(9.75) 

(12.20) 

Saharan pur 

20 

8 

7 

1 

5 

5 



(19.51) 

(17.07) 

(2.44) 

(12.20) 

(12.20) 

Bi jnor 

37 

24 

14 

5 

1 

10 



(33.80) 

(19.72) 

(7.04) 

(1.41) 

(14.08) 

Total 

126 

65 

52 

14 

10 

41 



(26.10) 

(20.88) 

(5.62) 

(4.02) 

(16.47) 


Table 7.4 ( contd. . . . . ) 


Distr lets 

Type 

of problems 




High 

Prices of 
Sugarcane 
& other 
inputs 

Scheme of 
compulsory 
P »F. dedu- 
ction 

Unit 

without 

problem 

Total 

Responses 

Use rut 

- 

13 

(38.24) 

- 

34 

(100.00) 

Moradabad 

8 

C 12.90) 

3 

( 4.84) 


62 

(100.00) 

Muzaf farnagar 

5 

C 12.20) 

6 

(14.63) 


41 

(100.00) 

Saha ran pur 

9 

(21.94) 

5 

(12.20) 

1 

(2.44) 

41 

(100.00) 

Bi jnor 

13 

( 18.31) 

3 

( 4.23) 

1 

(1.41) 

71 

(100.00) 

Total 

35 

( 14.06) 

30 

(12.05) 

2 

(0.80) 

249 

(100.00) 


Note - Figures in brackets are percentage to total responses. 


Table 7.5 


Suggestions of the Entrepreneurs to Improve the 
Khandsari Industry. 


Distri cts 


Total 

Units 


Type of Suggestions 


Hirsi P.F. Lower Govt. Easy 

Boiler Deduct- Rates of control finance 

to be ion to be Taxes on khara 

allowed abolished kolhu 


Meerut 

17 

11 

12 

13 


b 

Moradabad 


<15.275 

< 16.67) 

< 18.065 


( M 

32 

15 

3 

15 

2 

3 

Muzaf f arnagar 

20 

<23.445 

3 

< 4.69) 
6 

<23.445 

8 

<3.135 

8 

<4.695 

6 

Saharanpur 

20 

< 6.125 

6 

< 12.245 

5 

< 16.33) 

5 

<16.335 

3 

<12.245 

2 

Bi jnor 

37 

< 17.145 
23 

<14.285 

3 

<14.285 

15 

< 8.575 

< 5.735 

7 



<30.675 

< 4.00) 

<20.00) 


<9.335 

Total 

126 

58 

29 

56 

13 

24 



<19.665 

<9.835 

<18.995 

<4.415 

<8.145 


Table 7.5 Ceontd..,.) 


Distri cts 


Type of suggestions 


No rest- Modern- Improve One Mo Total 

riction isation power window Response Response 

on sale of supply facility 

of khand— units 


sari 


Meerut 
Moradabad 
Muzaf f arnagar 
Saharanpur 
Bi jnor 

Total 


7 10 10 

<9.725 <13.895 <13.895 

1 4 10 

<1.58) <6.255 < 15.625 

6 4 

<12.245 <8.175 
-11 

< 2.865 <2.865 
1 6 10 

<1.335 (8.005 * <13.335 

9 27 35 

<3.055 <9.155 <11.865 


3 

<4.175 

11 

<17.185 

8 

<16.335 
5 7 

<14.285 <20.005 
8 2 

<10.675 <2.675 

35 9 

<11.865 <3.055 


72 

< 100.005 
64 

<100.005 

49 

<100.005 

35 

< 100.005 
75 

<100.005 

295 

<100.005 


Figures in brackets are percentage to total responses, 


Note 
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CONCLUSION AND POLICY RECOMMENDATIONS 

In the preceding chapters we have tried to analyse the 
various aspects of the khandsari industry of Uttar Pradesh on the 
basis of secondary data as well as primary data of the 126 units 
surveyed by us from the five selected districts. We shall now 
give an overview of the study and then indicate some suggestions 
which may be of help for the policy makers. 

The khandsari industry is a very old and traditional one. To 
begin with a very primitive technology was adopted for producing 
khandsari. However, the process was modified and the open-pan 
sulphitation system was introduced through which better quality 
khandsari was produced with a relatively higher productive 
efficiency. But even today not all the khandsari units are 
sulphitation units and ever, the sulphitation units can not match 

the large sugar mills either in the whiteness of the sugar nor 
sugar recovery. 

In Uttar Pradesh the khandsari sector is very heavily 
concentrated in the Western Region which is the dominant sugarcane 
growing area of the state. There was a time when the total number 
of khandsari units in the state was very large (3500 in 1975-76) , 
but over the years the number of khandsari units have been going 
down quite fast (1552 in 1989-90) . In fact, during the present 
crushing season their number is only 1110 as far as the working 
units are concerned. 
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However, although there has been a declining trend in the 
total number of units, the total sugarcane crushed and 
onseguently the production of khandsari has shown a considerable 
increase. In 1975-76 there were 3500 working units which crushed 
around 550 lakh quintals of sugarcane and produced around 23 lakh 
quintals of khandsari. Despite the fact that the total khandsari 
units had come down to 1550 in 1989-90, the sugarcane crushed was 
of the order of 1120 lakh quintals and khandsari production stood 

at 51 lakh quintals. It, therefore, seems that the units to have 

closed down were the small „ - 

U le=s efficient ones and those which 

continue to be m production are the ones whose efficiency is much 
higher. Despite the overall increases even total sugarcane 
crushed and khandsari produced has been declining since the last 
four years or so. In 1986-87 the total quantum of sugarcane 

h&d iJSSn t28 ° lakh qulntals and khandsari produced was 66 
lakh quintals. Thus it seems that there are certainly some 

problems «nuh the units are facing because of which we are having 

this declining trend. These facts were also confirmed from our 

field survey. By and large, over the past two years a lesser 

quantity of sugarcane has been crushed in our sample units leading 

to a shortfall in khandsari production as compared to two years 
ago. 


lUi * stuay ot khandsari units of Uttar Pradesh is based 
°n secondary as well as primary data. Secondary information was 
collected from the Cane Commissioner’s Office, Lucknow and its 
respective offices in each of the five districts selected for the 
study. Bmce whis information was related onlv to total uni tn. 
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crashed and production of 


products 


supplemented the data 


ion provided by the Economics 


otailsucs Division of the State Planni 
publication Annual Survey of Industries. 


primary information 


ern Region of Uttar 


output and 76 


however 


8 former is the dominant 


units than non 


non- 


^ toe overall average quantity of sugarcane 
crushed per unit worked out to be 1.12 lakh quintals. Around 45 
per cent units were crushing less than 1 lakh quintal of sugarcane 
per season. The recovery rates of khandsari and molasses was 5.33 
and 4.37 per cent respectively for all the five districts taker 
together. Meerut had the highest recovery rate of khandsari whil< 
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the recovery rat. for M l«, es was the highest in case of 

farnagar. A higher recovery of khandsari would naturally 
mean a lowr molasses recovery. 

The entrepreneurs, who generally belonged to rural areas, had 
average age of 4o years . What was very encouraging was the 
fact the entrepreneurs were well educated. Nearly 51 per cent 
were graduates and post-graduates and another 11 per cent had 
technical qualifications. Only around 44.5 per cent of the 

entrepreneurs had land holdings and out of this only half was 
under sugarcane. 

Since a khandsari units requires a fairly big land area to 
store sugarcane and to dry the bagasse a reasonable investment has 
been made of land and building keeping in mind the fact that they 
are rural units and fairly old. The value of plant and machinery 
was not very high since we were provided depriciated values. But 
a new sulphitation plant based on 1989-90 prices is estimated to 
have cost around Rs.14 lakhs. Among the districts Meerut had the 
highest value for fixed capital, working capital as well as 
productive capital per unit. 

Since the industry is a seasonal one, it offers little scope 
for regular employment. Each unit employes only a minimum number 
f persons on a regular basis depending on their individual 
requirements. On an average the regular employment was 4 persons 
and their salaries depended on their nature of work. The salaries 
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iafaour throughout the crushing season. Although this labour is 
both local and non-local, the share of the latter is much higher. 
Non-local labour comes mainly from Eastern U.P. and Bihar and is 
supplied hy labour contractors. The average daily wa ges were 
around Rs.E5 per worker for a 10 hour work schedule. 

Capital efficiency, seen in terms of per worker value of 

plant and machine rv as well j? ^ . , 

* as flxed anQ productive capital, go to 

indicate that the l»du.try is a traditional one because those 
figures are rather low. The industry, therefore, can he classified 
as a labour intensive type. The plants are fairly old and in the 
existing circumstances there is not much scope for modernisation. 

Looking at the expenditure pattern of the khandsari units it 
was f oundd that sugarcane is the most important input accounting 
for around ,0 per cent of the total expenditure. Taking the other 
raw material inputs with sugarcane, nearly three-fourths of the 
expenditure is on raw material inputs. 

Fuel inputs taken together constitute around 6 per cent of 
the total expenditure. The most important of these is diesel 
ich is required for operating th. generating sets since 
electricity supply is both irregular as well as inadequate. 

Wages and salaries constitutes around 9 per cent of the total 

smc n # <a v nan** 4 f _ _ _ - 
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a oe • fnain products of a khandsari unit are khandsar i , pure 
g ur » molasses and ' badda gur ’ « besides this some quantities of 
raab are also sold in some districts. Since Meerut has the most 
efficient and relatively larger sized units the value of output 
per unit was the highest among all the five districts. Since 
Saharanpur had smaller units and that too only non-sul ph i tat i on 
units its value of output per unit was the lowest . Meerut, 
erefore, had the highest production of khandsari as well as 
molasses per unit. It, however, does not produce ' badda gur* 
whose output per unit was the highest in the case of 
Muzaf farnagar . 


Looking at the cost of production of khandsari per quintal 
Moradabad and Meerut had the lowest average cost. The cost of 
production was the highest in the case of Muzaf farnagar . But even 
m the case of Meerut and Moradabad this cost of production was 
more than the average selling price of khandsari. This led to the 
bvious conclusion that the khandsari units have their profits 
outside khandsari ana that is why they are still in production. 
Their profits actually i la in their sales of molasses and 'badda 


r*. Although Meerut, is the most efficient district its value 
and vaiUe of uut put per worker was not the highest possibly 
because its employment levels are much higher. Similarly its 
value of output per unit of fixed and productive capital too were 
lower as compared to the other districts. This may be explained 
the fact that Meerut has relatively new units and so 
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added per worker figures of the Annual Survey of Industries for 
1985—86, the figures of value added per worker estimated fay us for 
1989-90 have gone up quite considerably for all the districts. 


Khandsari products are sold within the state as well as in 


other states such as Haryana, Punjanfa, Gujarat, Maharashtra 


Rajasthan and Jammu and Kashmir. A very high proportion 


fully outside the state . In the case of molasses, however, around 


other hand was the product where we found 71 per cent units making 


Most of the sale 


commission agents while the rest is handled 


wholesale 


different products not only among the different districts but also 


these two products hardly present a realistic picture since our 


accordance to the day to day demand and supply conditions, but 


they rarely go below Rs.lGO per quintal 


present power situation. It is claimed that there are times when 
sugarcane availability poses a problem or that the quality of 
sugarcane is such that the recovery rates are adversely affected. 

labour is a problem both from the point of view of its 
availability as well as management. The non-local labour, which 
comes mainly from Eastern U.P. and Bihar, have to be paid rail 
fares to and fro to ensure that they come back on time in the 
crushing season. Power is another hinderance in the smooth 
functioning of the units as the supply is irregular and 
inadequate . The entrepreneurs hae to keep generating sets as stand 
by arrangements and since diesel costs have been going up, their 
cost structure goes up. Besides this the other problems indicated 
were lack of co-operation from government departments as well as 
interference of numerous government departments. 

In view of these problems the entrepreneurs gave some 
suggestions as well which could help in overcoming the same. The 

low recovery rates cou_d be off set according to them if only the 
goernment grants them permission to install mini— boiler plants . 
Through this the recovery rates could be brought up to 8 — 8.5 per 
cent . They also suggest rationalisation of the tax structure — 
both procurement tax and mandi tax, and the restructuring of the 
present system where they are directly or indirectly responsible 
to numerous government departments. They feel it would be much 
better if they could be brought under the overall control of a 
single department. Besides this they would like assured and 
adequate supply of power and facilities of easy finance . Finally 
they feel that there must be some control over the 'khara kolhu' 
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owners whose numbers have risen phenomenally over the last few 
years and who are. a big competitor of the khandsari units in the 
purchase of sugarcane. 

Besides the survey of the khandsari units we also sureyed a 
few distilleries to gather some information regarding molasses and 
its conversion into alcohol. Molasses is mainly used for 
producing alcohol,, tobacco, oxallic acid and animal feed. In the 
distilleries the left over of molasses after conversion to alcohol 
is utilized for manufacture of fertilizers. In Uttar Pradesh 
molasses is used mainly for producing alcohol and tobacco . There 
is no oxallic acid plant and hardly any molasses is used as animal 
feed. The state in 1988-89 had 32 distilleries of which IS were 
manufacturing potable alcohol. 

The major difference in sugar and khandsari lies in its sugar 
content and in the composition of its secondary constituents . 
klhile .sugar content in sugar molasses rarely exceeds 50 per cent, 
it rarely falls below 60 per cent in the case of khandsari 
molasses. As far as the secondary constituents are concerned , 
sugar molasses contain calcium while khandsari molasses contain 
sulphates. The sugar content directly affects the alcohol 
recovery. Thus from one tonne of best grade sugar molasses £25 

( 1007. pure) are obtained whereas the same 
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however, does not exercise any control over khandsari molasses. 
But the khandsari molasses, although free to sell their molasses, 
can not do so to the distilleries. 


, The average production cost of alcohol - around Rs.4 per 
litre is the lowest in U.P. as compared to any other state. But 
liquor prices in the state are higher since the excise duty on it 
is the highest in U.P. as compared to other states . 


Conclusion and Suggestions 


On the basis of the above findings it is worthwhile drawing 
some conclusions and thereby offer suggestions which may he of 
some use in any policy formulation for the khandsari industry. 


In the first instance, if we go by the estimates of sugarcane 
produced in the state and the corresponding figures of sugarcane 
crushed in the sugar mills and the khandsari units, a big quantum 
s still left over -vers if we account for the 17 per cent of 

sugar cane which has. to be set aside for seed and other purposes. 

«* ’ 

® sugarcane cultivation has Deers on the increase during the 
past few years it is quite unlikely that such large quantities of 


sugar cane were left unsold. There is, therefore, reason to 


believe that both the sugar mills and khandsari units are not 
iding accurate information regarding total sugarcane crushed, 
“field survey team after some probing detected under-reporting 
cane crushed in the sugar mills as well as the khandsari 



indicated that the excess crushing may even exceed 3 tonnes 


which had taken the license stating that they will he using 6 


Cane Commissioner's Office revealed the fact that each khandsari 


The other aspect which draws attention is the high cost of 


production of khandsar i . The cost of production is higher than 


This then leads to the obvious 


conclusion that the economics of a khandsari unit lies not in the 


khandsari production but in the production of molasses and badda 


molasses and badda gur. Both these products are mainly used for 


various other states among which Gujarat is an important one 


most units. Badda Gur 


some 


necessary adjustments in the balance sheets 



The Cane Commissioner's Office therefore needs t-; excercise 
greater control such that the data they bring out can be more 
realistic. This is particularly true not only for total sugarcane 
crushed but also for molasses and badda gur produced. In fact, 
the information provided by the office has no mention at all of 
badda gur . Even the production figures of molasses are gross 
underestimates . For example the 17 units of Meerut surveyed by us 
report a total production of 1.Z6 lakh quintals whereas no data is 
available for molasses production in the records of the Cane 
Commissioner's Office < 1989-90) . 

The state government during the recent past, has been 
neglecting the sector. New licenses are not easily issued and 
even the existing units do not easily get permission to expand 
their existing capacities. The rationale behind it may be that 
the sector is less efficient as compared to the sugar industry in 
terms of recovery rates. But if the government could agree to 
their request of setting up mini-boiler plants the recovery rates 
can be stepped up appreciably. It may, therefore, allow these 
units to set up mini-boiler plants annd accordingly make necessary 
alterations in its policy. First of all the license fee for units 
with mini— boiler plants may be stepped up. Secondly, the 30 per 
cent khandsar i which a unit has to sell within the same month when 
it was produced may be taken by the government itself as levi at 
fixed prices as is done in the case of sugar mills. 

The government has been providing financial assistance to 
small scale industries. Although the khandsar i units come under 
small scale industries these financial benefits are not given to 
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them. If this is provided they could suitably modernise their 
plants and attain better recovery or even tide over their day to 
day financial problems. 

Improvements in the power sector are essential for the 
overall development of the state. Once this goal is achieved even 
the khandsar i sector will be the beneficiary and their cost 
structure will come down since power will be available to them and 
they can stop spending money on diesel as is presently the case. 

The khandsari units certainly have a point with respect to 
the various government departments which excer else direct or 
indirect control over them. At present there are 34 different 
departments which have some control over this sector . This 
procedure can certainly be rationalised and the number reduced. 

Besides this, it may have been a good policy to allow the 
cultivator to install a 'khara kolhu* to crush the sugar cane 
produced by him and convert it to gur . But in actual practice the 
khara kolhu owners are purchasing sugarcane from the open market 
and even producing khandsari . The government must r therefore , 
think of suitable ways and means to stop this malpractice. 

If these measures to improve the condition of the khandsari 
sector are taken it will not only prove beneficial to the 
entrepreneurs but will also affect the revenues of the government 
provided better control is exercised on the sector . 

In case the government is thinking of bringing khandsari 
molasses under the perview of the state excise department then it 


must be very clear that this will hit the sector very hard as they 
are mainly doing well on the basis of the sale of molasses and 



badda gur. The prices at present are quite lucrative and they 


more than offset the high production cost of khandsar i . The 


moment its prices are controlled by the excise department their 


cost — benefit ratio will immediately be adversely affected and 


one may find the number of khandsari units going down at an even 


faster rate than at present , 


Finally T if the attitude of the government is one to allow 


the khandsari units to die out in the near future since they are 


inefficient then it must take into account three important factors 


whose importance can not be undermined. 


(a) Should these units die out, how will the khandsari and gur 


production be affected. These products are most commonly used in 


the rural areas as they are cheaper substitutes of mill made 


sugar . So on the one hand you have the problem of the poor man * s 


pocket and on the other hand you have to keep in mind the demand 


and supply situation . Can this shortfall be made good by the 


sugar mills? 


( b) The other important aspect is that of the 


sugarcane 


cultivators. Sugarcane is a major cash crop especially in the 


Western region. In case the khandsari sector ceases to exist or 


even if it keeps declining at the present rate then ultimately H 


will affect the sugarcane production untill and unless Che 


ot un more and more sugar mills to take 


W 


Cc> Even if the above mentioned facts are 

probably of even more importance is the fact that since 

i, labour intensive it offers employment opportunities to a largo 

number of sorters. As it is the unemployment situation is guite 

grim and one would not Xik. to see it getting any worse. 


These are, therefore, 


- k saii 1 1 need att entir i on 
some areas fcmi tn 


, * . * fhs khandsar i sector, 

decidina the ultimate tale of tr.e .. 



